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A Vision for the Future

Henderson Land is applying its extensive heritage and experience as a leading property group
in Hong Kong to major projects in key cities across mainland China.

These include pioneering developments in Beijing and Shanghai and other significant
schemes in second-tier cities such as Xian and Shenyang.

Wwith an earnest commitment to &ssisting in the promotion of growth, progress and prosperity
in mainland China, Henderson Land is developing a broad portfolio of world-class properties
based on designs that are increasingly sustainable,




Corporate Protfile

Founded in 1976 by its Chairman, Dr The Hongurable Lee
Shau Kee, GBM, Henderson Land Development Company
Limited is a leading property group with a focus on Hong
Kong and mainland China. Its core businesses comprise
property development, property investment and the
holding of strategic investments in four listed associates,
namely, The Hong Kong and China Gas Company Limited
{which is held through the Company’s listed subsicary,
Henderson Investment Limited), Hang Kong Ferry
{Holdings} Company Limited, Miramar Hotel and
Investment Company, Limited and Towngas China
Company Limited.

Henderson Land has been listed in Hong Kong since 1981
where it is one of the largest property groups with a
market capitalization of HK$119 billion*. The combined
market capitalization of the Company, its listed subsidiary
and its four listed associates is HK$285 billion*.

The Company is vertically integrated, with project
management, Construction, property management, and
financial services supporting its core husinesses. In all
aspects of its operations Henderson Land strives to add
value for its shareholders, customers and the community
through its commitment to excellence in product quality
and service delivery as well as a continuous focus on
sustainability and the environment. ;

*as at 17 September 2007 |



Henderson Land creates hugh auality new homes and
commercial develcpments that enhance, as well as integrate

with, their surrounding natural and built environments, we
strive 10 build visually stimulating, mnovative properties that
sustain comfortable and friendly communities for our
customers to live and work in.




THIS CIRCULAR REQUIRES YOUR IMMEDIATE ATTENTION

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
circutar, makes no representation as to its accuracy or completeness and expressly disclaims
any liability whatsoever for any loss howsoever arising from or in reliance upon the whole
or any part of the contents of this circular.

If you are in doubt as to any aspect of this circular, you should consult your stockbroker or
other registered dealer in securities, bank manager, solicitor, professional accountant or other
professional adviser.

If you have sold all your shares in Henderson Land Development Company Limited, you
should at once hand this circular to the purchaser or to the bank, stockbroker or other agent
through whom the sale was effected for transmission to the purchaser.
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HENDERSON LAND DEVELOPMENT COMPANY LIMITED

Incorporated in Hong Kong with limited liability
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GENERAL MANDATES TO REPURCHASE THE COMPANY’SM
OWN SHARES AND TO ISSUE SHARES
AND
RE-ELECTION OF THE RETIRING DIRECTORS

A notice convening the annual general meeting of the Company to be held at the Four
Seasons Grand Ballroom, Four Seasons Hotel, 8 Finance Street, Central, Hong Kong on 3
December 2007 at 11:30 a.m. is set out in the Annual Report for the year ended 30 June
2007.

16 October 2007
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DEFINITIONS

In this circular, unless the context requires otherwise, the expressions as stated below
will have the following meanings:

“Articles of Association” the Articles of Association of the Company;

“Annual General Meeting” the annual general meeting of the Company to be held
at the Four Seasons Grand Ballroom, Four Seasons
Hotel, 8 Finance Street, Central, Hong Kong on 3
December 2007 at 11:30 a.m.;

“Chairman” the chairman presiding at any meeting of members or
of the board of Directors;

“Company” Henderson Land Development Company Limited;

’

the Companies Ordinance (Chapter 32 of the laws of
Hong Kong) and any amendments thereto;

“Companies Ordinance’

“Directors” the directors of the Company;
“Group” the Company and its subsidiaries;
“Hong Kong” the Hong Kong Special Administrative Region of the

People’s Republic of China;

“Listing Rules” Rules Governing the Listing of Securities on the Stock
Exchange;
“Issue Mandate” the general and unconditional mandate to allot, issue

and deal with Shares not exceeding 20% of the
aggregate nominal amount of the issued share capital of
the Company as at the date of passing of the resolution
approving the Issue Mandate;

“Latest Practicable Date” 1 October 2007, being the latest practicable date prior
to the printing of this circular for ascertaining certain
information contained in this circular;

“Notice” the notice convening the Annual General Meeting dated
16 October 2007 contained in the Company’s annual
report for the year ended 30 June 2007,

“Report of Directors” the report of directors of the Company for the year
ended 30 June 2007 contained in the Company’s annual
report for the year ended 30 June 2007;




DEFINITIONS

“Repurchase Mandate”

“Shares”

“Shareholders”

1

“Stock Exchange’

”

“Takeovers Code

“HK$“

the general mandate to exercise the power of the
Company to repurchase Shares not exceeding 10% of
the aggregate nominal amount of the issued share
capital of the Company as at the date of passing of the
resolution approving the Repurchase Mandate;

the shares of nominal value of HK$2.00 each in the
share capital of the Company;

registered holders of the Shares;
The Stock Exchange of Hong Kong Limited;
The Hong Kong Code on Takeovers and Mergers; and

Hong Kong dollars, the lawful currency of Hong Kong.




LETTER FROM THE BOARD OF DIRECTORS
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HENDERSON LAND DEVELOPMENT COMPANY LIMITED
Incorporated in Hong Kong with limited liability

{Stock Code: 12)

Executive Directors: Independent Non-executive Directors:
Dr. the Hon. Lee Shau Kee Gordon Kwong Che Keung
{Chairman and Managing Director) Professor Ko Ping Keung
Lee Ka Kit (Vice Chairman) Wu King Cheong
Colin Lam Ko Yin (Vice Chairman)
Lee Ka Shing {Vice Chairman) Registered Office:
John Yip Ying Chee 72-76/F, Two International Finance Centre
Alexander Au Siu Kee 8 Finance Street, Central
Suen Kwok Lam Hong Kong
Lee King Yue

Fung Lee Woon King
Eddie Lau Yum Chuen
Li Ning

Patrick Kwok Ping Ho

Non-executive Directors:
Sir Po-shing Woo
Leung Hay Man
Angelina Lee Pui Ling
Lee Tat Man
Jackson Woo Ka Biu
{Alternate Director to Sir Po-shing Woo)

16 October 2007

To the Shareholders of the Company
Dear Sir or Madam,

PROPOSALS FOR

GENERAL MANDATES TO REPURCHASE THE COMPANY’S
OWN SHARES AND TO ISSUE SHARES
AND
RE-ELECTION OF THE RETIRING DIRECTORS

The purpose of this circular is to provide you with information regarding the proposals
for the Repurchase Mandate, the Issue Mandate and the re-election of the retiring Directors
and to seek your approval at the Annual General Meeting in connection with, inter alia, such
matters.
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PROPOSED GENERAL MANDATES TO REFURCHASE THE COMPANY'S OWN
SHARES AND TO ISSUE SHARES

At the annual general meeting held on 12 December 2006, general mandates were
given to the Directors: (i) to exercise the powers of the Company to repurchase Shares up to
a maximum of 10 per cent of the issued share capital of the Company as at the date of the
ordinary resolution and (ii) to allot, issue and deal with Shares not exceeding 20 per cent of
the issued share capital of the Company as at the date of the ordinary resolution. Such
mandates will lapse at the conclusion of the Annual General Meeting.

An ordinary resolution set out in the Notice will be proposed at the Annual General
Meeting to grant the Repurchase Mandate to the Directors.

The Repurchase Mandate would continue in force until the conclusion of the next
annual general meeting of the Company or the expiration of the period within which the
next annual general meeting of the Company is required by law or the Articles of
Association to be held or until the Repurchase Mandate is revoked or varied by an ordinary
resolution of the Shareholders in general meeting, whichever is the earlier.

Separate ordinary resolutions will also be proposed at the Annual General Meeting to
grant the [ssue Mandate by way of a general mandate to the Directors and extending the
Issue Mandate by adding to it the number of Shares repurchased by the Company under the
Repurchase Mandate.

The explanatory statement required by the Listing Rules and the Companies Ordinance
to be included in this circular is set out in Appendix [ hereto.

PROPOSED RE-ELECTION OF THE RETIRING DIRECTORS

In accordance with Article 116 of the Articles of Association, Mr. Lee King Yue, Mr.
Li Ning, Sir Po-shing Woo, Mr. Lee Tat Man, Mr. Gordon Kwong Che Keung and Professor
Ko Ping Keung shall retire by rotation at the Annual General Meeting and, being eligible,
have offered themselves for re-election.

Their biographical details which are required to be disclosed by the Listing Rules are
set out in Appendix 1l to this circular.

DEMAND FOR POLL AT THE ANNUAL GENERAL MEETING

In accordance with Article 80 of the Articles of Association, at any general meeting a
resolution put to the vote of the meeting shall be decided on a show of hands unless a poll
is {before or on the declaration of the result of the show of hands) demanded or otherwise
required under the Listing Rules. A poll may be demanded:

(a) by the Chairman; or

(b) by at least three members present in person or by proxy for the time being
entitled to vote at the meeting; or
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(c) by a member or members present in person or by proxy and representing not less
than one-tenth of the total voting rights of all members having the right to vote at
the meeting; or

(d) by a member or members present in person or by proxy and holding shares in the
Company conferring a right to vote at the meeting being shares on which an
aggregate sum has been paid up equal to not less than one-tenth of the total sum
paid up on all shares conferring that right.

In accordance with Article 96 of the Articles of Association, any corporation which is a
member of the Company may by resolution of its directors or other governing body
authorise such person as it thinks fit to act as its representative at any meeting of the
Company or of any class of members of the Company, and the person so authorised shall be
entitled to exercise the same powers on behalf of the corporation which he represents as that
corporation could exercise if it were an individual member of the Company.

Whether or not you intend to attend the Annual General Meeting, you are requested to
complete and return the accompanying form of proxy in accordance with the instructions
printed thereon to the Company’s registered office at 72-76/F, Two International Finance
Centre, 8 Finance Street, Central, Hong Kong not less than 48 hours before the time
appointed for holding the Annual General Meeting. The return of a form of proxy will not
preclude you from attending and voting in person if you so wish.

Yours faithfully,
Lee Shau Kee
Chairman




APPENDIX 1 EXPLANATORY STATEMENT

This explanatory statement constitutes the memorandum required under section
49BA(3)(b) of the Companies Ordinance and contains all the information required under the
Listing Rules for you to consider the Repurchase Mandate.

1. SHARE CAPITAL

As at the Latest Practicable Date, the issued share capital of the Company comprised
1,942,580,000 Shares.

Subject to the passing of the ordinary resclution number 5{A) set out in the Notice and
on the basis that no further Shares are issued or repurchased prior to the date of the Annual
General Meeting, the Company would be allowed under the Repurchase Mandate to
repurchase a maximum of 194,258,000 Shares.

2. REASONS FOR REPURCHASE

The Directors believe that the Repurchase Mandate is in the best interests of the
Company and its Shareholders. An exercise of the Repurchase Mandate may, depending on
market conditions and funding arrangements at the time, lead to an enhancement of the net
asset value per share and/or earnings per share of the Company and will only be made when
the Directors believe that a repurchase of Shares will benefit the Company and the
Shareholders.

3. FUNDING OF REPURCHASE

In repurchasing Shares, the Company may only apply funds legally available for such
purpose in accordance with its Memorandum and Articles of Association and the Companies
Ordinance. The Companies Ordinance provides that the amount of capital repaid in
connection with a share repurchase may only be paid from the distributable profits of the
company or the proceeds of a new issue of shares made for the purpose of the repurchase
and any premium payable on repurchase shall be paid out of distributable profits of the
company. If such repurchased Shares were issued at a premium, any premium payable on
repurchase may be paid out of the proceeds of a fresh issue of Shares made for the purpose
of the repurchase to such extent allowable under the Companies Ordinance.

Pursuant to the Repurchase Mandate, repurchases would be financed by the Company’s
internal resources and/or available banking facilities.

An exercise of the Repurchase Mandate in full could have a material adverse impact on
the working capital or gearing position of the Company compared with that as at 30 June
2007, being the date of its last audited accounts. The Directors do not, however, intend to
make any repurchase in circumstances that would have a material adverse impact on the
working capital or gearing position of the Company.
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4, SHARE PRICES

The highest and lowest prices at which the Shares have traded on the Stock Exchange
during each of the previous twelve months were as follows:

Highest Lowest

HK3 HK3

2006 October 44 85 42.40
November 47.40 42.65

December 44.00 42,70

2007 January 49.20 43.55
February 48.00 43.80

March 46.40 41.30

April 49.25 45.35

May 56.25 46.45

June 56.25 51.60

July 58.05 52.65

August 56.40 46.45

September 63.25 53.10

5. UNDERTAKING AND DISCLOSURE OF INTERESTS

None of the Directors nor, to the best of their knowledge having made all reasonable
enquiries, their associates, has any present intention to sell any Shares to the Company
under the Repurchase Mandate if the same is approved by the Shareholders.

No connected persons (as defined in the Listing Rules) have notified the Company that
they have a present intention to sell Shares to the Company, or have undertaken not to do
s0, in the event that the Repurchase Mandate is approved by the Shareholders.

The Directors have undertaken to the Stock Exchange that, so far as the same may be
applicable, they will exercise the powers of the Company to make repurchases pursuant to
the Repurchase Mandate and in accordance with the Listing Rules, the Companies Ordinance
and any other applicable laws of Hong Kong.
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6. TAKEOVERS CODE AND SHARE REPURCHASES

If a Shareholder’s proportionate interest in the voting rights of the Company increases
as a result of the Directors exercising the powers of the Company to repurchase Shares
pursuant to the Repurchase Mandate, such increase will be treated as an acquisition of
voting rights for the purposes of Rule 32 of the Takeovers Code. Accordingly, a Shareholder
or group of Shareholders acting in concert could obtain or consolidate control of the
Company and become obliged to make a mandatory offer in accordance with Rules 26 and
32 of the Takeovers Code. The controlling shareholder of the Company owns 57.81% of the
existing share capital of the Company. On the assumption of the full exercise of the
Repurchase Mandate, the controlling shareholder’s shareholding interests in the Company
will be increased to approximately 64.23%. If the present sharcholdings and capital structure
of the Company remain the same, the Directors are not aware of any consequences which
may arise under the Takeovers Code as a result of any repurchases made under the
Repurchase Mandate. However, the Directors will not exercise the Repurchase Mandate such
that the minimum amount of Shares held by the public will fall below 25% of the issued
share capital of the Company, being the minimum public float requirement under the Listing
Rules.

7. SHARE PURCHASE MADE BY THE COMPANY

The Company has not purchased any of its Shares (whether on the Stock Exchange or
otherwise) in the six months preceding the date of this circular.




APPENDIX 11 BIOGRAPHICAL DETAILS OF
THE RETIRING DIRECTORS TO BE RE-ELECTED

The following are the biographical details of Mr. Lee King Yuwe, Mr. Li Ning, Sir
Po-shing Woo, Mr. Lee Tat Man, Mr. Gordon Kwong Che Keung and Professor Ko Ping
Keung, all of whom shall retire by rotation at the Annual General Meeting in accordance
with Article 116 of the Company’s Articles of Association and, being eligible, have offered
themselves for re-election. Save as disclosed herein below, there are no other matters
relating to their re-election that need to be brought to the attention of Shareholders nor any
information to be disclosed pursuant to the requirements of Rule 13.51(2) of the Listing
Rules,

LEE King Yue, aged 81, has been an Executive Director of the Company since 1976.
He joined Henderson Development Limited, the parent company of the Company on its
incorporation in 1973 and has been engaged with Chairman in property development for
over 50 years. He is also an executive director of Henderson Investment Limited, which is a
company listed on the Stock Exchange. In addition, Mr. Lee is a director of Henderson
China Holdings Limited (being a listed company in Hong Kong until its privatisation on 15
August 2005) as well as a director of various members of the Group. Save as disclosed
herein, Mr. Lee has not held any other directorships in listed public companies in the last
three years.

Mr. Lee was a non-executive director of Smartie Food Services Company Limited
(“Smartie Food”) from June 1989 to April 1994. Smartie Food was a company incorporated
in Hong Kong and engaged in the business of roasted meat. By a court order of 18 May
1994, Smartie Food was put into winding up by the court. Mr. Lee had resigned as a
director of Smartie Food before the winding up and did not take part in any matters giving
rise to the winding up of Smartic Food. The affairs of Smartie Food had been completely
wound up in December 1995.

As at the Latest Practicable Date, Mr. Lee was taken to be interested in 62,700 shares
in the Company (representing less than 0.01% of the issued share capital of the Company)
within the meaning of Part XV of the Securities and Future Ordinance. The details of his
other interests in associated corporation{s) of the Company are disclosed in the Report of
Directors of the Company for the year ended 30 June 2007. He is a director of Cameron
Enterprise Inc. (which has a 7.47% shareholding interest in the Company), Yamina
Investment Limited, Believegood Limited and South Base Limited (substantial shareholders
of the Company), which have aggregate interests in 538,437,300 shares in the Company,
representing 27.72% of the issued share capital of the Company. Save as disclosed herein,
Mr. Lee has no relationship with any Directors, senior management or substantial or
controlling shareholders of the Company.

As the Latest Practicable Date, Mr. Lee was not appointed for a specific term but was
subject to retirement by rotation and re-election in accordance with the Articles of
Association of the Company. He has not entered into nor proposed to enter into any service
contracts which fall within the meanings of Rule 13.68 of the Listing Rules requiring the
prior approval of Sharcholders at general meetings. The director’s fee payable to him shall
be subject to Shareholders’ approval at general meetings. His other remuneration, if any,
shall from time 1o time be determined by the Board with reference to his duties and
responsibilities. For the year ended 30 June 2007, he was entitled to receive director’s fees




APPENDIX II BIOGRAPHICAL DETAILS OF
THE RETIRING DIRECTORS TO BE RE-ELECTED

of HK$70,000 and other remuneration of approximately HK$2,921,000 from the Group.
Save as disclosed above, he had not received any bonus payments (whether fixed or
discretionary in nature) from the Group.

LI Ning BSc, MBA, aged 50, has been an Executive Director of the Company since 1992,
He holds a B.Sc. degree from Babson Coliege and an M.B.A. degree from the University of
Southern California. Mr. Li is also an executive director of Henderson Investment Limited
and Hong Kong Ferry (Holdings) Company Limited, both of which are companies listed on
the Stock Exchange. He is also a director of various members of the Group. Save as
disclosed herein, Mr. Li has not held any other directorships in listed public companies in
the last three years. He is the son-in-law of Dr. Lee Shau Kee, the spouse of Ms. Lee Pui
Man, Margaret and the brother-in-law of Mr. Lee Ka Kit and Mr. Lee Ka Shing.

Mr. Li was a non-executive director of Smartie Food Services Company Limited
(“*Smartie Food™} from June 1989 to April 1994. Smartie Food was a company incorporated
in Hong Kong and engaged in the business of roasted meat. By a court order of 18 May
1994, Smartie Food was put into winding up by the court. Mr. Li had resigned as a director
of Smartie Food before the winding up and did not take part in any matters giving rise to
the winding up of Smartie Food. The affairs of Smartie Food had been completely wound up
in December 1995. Mr. Li was also a non-executive director of Ganges Apparel Limited
(“Ganges™) from September 1989 to June 1996. Ganges was a company incorporated in
Hong Kong and engaged in the business of the agency of, and the trading of garments. By a
court order of 23 October 1996, Ganges was put into winding up by the court. Mr. Li had
resigned as a director of Ganges before the winding up and did not take part in any matters
giving rise to the winding up of Ganges. The affairs of Ganges had been completely wound
up in March 1998,

As at the Latest Practicable Date, Mr. Li was taken to be interested in 1,122,938,300
shares in the Company (representing 57.81% of the issued share capital of the Company)
within the meaning of Part XV of the Securities and Futures Ordinance. The details of his
other interests in associated corporation(s) of the Company are disclosed in the Report of
Directors of the Company for the year ended 30 June 2007. Save as disclosed herein, Mr. Li
has no relationship with any Directors, senior management or substantial or controlling
shareholders of the Company.

As at the Latest Practicable Date, Mr. Li was not appointed for a specific term but was
subject to retirement by rotation and re-election in accordance with the Articles of
Association of the Company. He has not entered into nor proposed to enter into any service
contracts which fall within the meanings of Rule 13.68 of the Listing Rules requiring the
prior approval of Shareholders at general meetings. The director’s fee payable to him shall
be subject to Shareholders’ approval at general meetings. His other remuneration, if any,
shall from time to time be determined by the Board with reference to his duties and
responsibilities. For the year ended 30 June 2007, he was entitied to receive director’s fees
of HK$70,000 and other remuneration of approximately HK3$2.835,000 from the Group.
Save as disclosed above, he had not received any bonus payments (whether fixed or
discretionary in nature) from the Group.

—10-




APPENDIX II BIOGRAPHICAL DETAILS OF
THE RETIRING DIRECTORS TO BE RE-ELECTED

Sir Po-shing WOOQ, Hon LLD, FCIArb, FiMg:, FinstD, FHKMA, aged 78, has been a Director
of the Company since 1981 and was re-designated as Non-executive Director in 2004. He is
a solicitor and a Consultant of Jackson Woo & Associates. He is also a director of
Henderson Investment Limited and Sun Hung Kai Properties Limited, both of which are
companies listed on the Stock Exchange. Save as disclosed herein, Sir Po-shing Woo has not
held any other directorships in listed public companies in the last three years. He was
admitted to practice as solicitor in England and Hong Kong and is also a Fellow of The
Chartered Institute of Arbitrators, The Institute of Management and The Institute of
Directors of England. He was awarded Hon. LL.D. by the City University of Hong Kong
and is a Fellow of the King’s College of London as well as Honorary Professor of Nankai
University of Tianjin. Sir Po-shing Woo became Fellow of The Hong Kong Management
Association in 2000. He is also the founder of Woo Po Shing Medal in Law and Woo Po
Shing Overseas Summer Schoo! Travelling Scholarship, both at the University of Hong
Kong. Sir Po-shing Woo is also the founder of the Woo Po Shing Professor (Chair) of
Chinese and Comparative Law in City University. He is the father of Mr. Woo Ka Biu,
Jackson.

As at the Latest Practicable Date, Sir Po-shing Woo did not have any interests in the
shares in the Company within the meaning of Part XV of the Securities and Futures
Ordinance. The details of his other interests in associated corporation(s) of the Company are
disclosed in the Report of Directors of the Company for the year ended 30 June 2007, He is
a director of Henderson Development Limited (a controlling shareholder of the Company)
which has interests in 1,122,745,800 shares in the Company, representing 57.80% of the
issued share capital of the Company. Save as disclosed herein, Sir Po-shing Woo has no
relationship with any Directors, senior management or substantial or controlling shareholders
of the Company.

As at the Latest Practicable Date, Sir Po-shing Woo was appointed for a term of three
years and was subject to retirement by rotation and re-election in accordance with the
Articles of Association of the Company. He has not entered into nor proposed to enter into
any service contracts which fall within the meanings of Rule 13.68 of the Listing Rules
requiring the prier approval of Sharecholders at general meetings. The director’s fee payable
to him shall be subject to Shareholders’ approval at general meetings. His other
remuneration, if any, shall from time to time be determined by the Board with reference to
his duties and responsibilities. For the year ended 30 June 2007, he was entitled to receive
director’s fees of HK$70,000 from the Group. Save as disclosed above, he had not received
any bonus payments {whether fixed or discretionary in nature) from the Group.

LEE Tat Man, aged 70, has been a Director of the Company since 1976 and is
presently a Non-executive Director of the Company. He has been engaged in property
development in Hong Kong for more than 30 years and is also an executive director of
Henderson Investment Limited, which is a company listed on the Stock Exchange. He is also
a director of various members of the Group. Save as disclosed herein, Mr. Lee has not held
any other directorships in listed public companies in the last three years, He is the brother
of Dr. Lee Shau Kee and Madam Fung Lee Woon King.

—11 -
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As at the Latest Practicable Date, Mr. Lee was taken to be interested in 110,000 shares
in the Company (representing 0.01% of the issued share capital of the Company) within the
meaning of Part XV of the Securities and Futures Ordinance. The details of his other
interests in associated corporation(s) of the Company are disclosed in the Report of
Directors of the Company for the year ended 30 June 2007. He is a director of Cameron
Enterprise Inc. (which has a 7.47% shareholding interest in the Company), Rimmer
(Cayman) Limited, Riddick (Cayman) Limited, Hopkins (Cayman) Limited and Henderson
Development Limited (controlling shareholders of the Company) which have aggregate
interests in. 1,122,938,300 shares in the Company, representing 57.81% of the issued share
capital of the Company. Save as disclosed herein, Mr. Lee has no relationship with any
Directors, senior management or substantial or controlling shareholders of the Company.

As at the Latest Practicable Date, Mr. Lee was appointed for a term of three years and
was subject to retirement by rotation and re-election in accordance with the Articles of
Association of the Company. He has not entered into nor proposed to enter into any service
contracts which fall within the meanings of Rule 13.68 of the Listing Rules requiring the
prior approval of Shareholders at general meetings. The director’s fee payable to him shall
be subject to Shareholders’ approval at general meetings. His other remuneration, if any,
shall from time to time be determined by the Board with reference to his duties and
responsibilities. For the year ended 30 June 2007, he was entitled to receive director’s fees
of HK$70,000 from the Group. Save as disclosed above, he had not received any bonus
payments (whether fixed or discretionary in nature) from the Group.

KWONG Che Keung, Gordon, FCA, aged 58, has been an Independent Non-executive
Director of the Company since 2004. He graduated from the University of Hong Kong with
a bachelor’'s degree in social sciences in 1972 and qualified as a chartered accountant in
England in 1977. He was a partner of Pricewaterhouse from 1984 to 1998 and an
independent member of the Council of The Stock Exchange of Hong Kong from 1992 to
1997. He is an independent non-executive director of COSCO International Holdings
Limited, Henderson Investment Limited, Tianjin Development Holdings Limited, Beijing
Capital International Airport Company Limited, Frasers Property (China) Limited, NWS
Holdings Limited, China Qilfield Services Limited, Concepta Investments Limited, China
Chengtong Development Group Limited, Global Digital Creations Holdings Limited, Ping
An Insurance (Group} Company of China, Ltd., Quam Limited, China Power International
Development Limited, Agile Property Holdings Limited and CITIC 1616 Holdings Limited,
all of which are companies listed on the Stock Exchange. He is also an independent
non-executive director of Tom Online Inc., being a listed company in Hong Kong until its
privatisation on 3 September 2007. Mr. Kwong served as a non-executive director of
COSCO Pacific Limited, an independent non-executive director of Henderson China
Holdings Limited (being a listed company in Hong Kong until its privatisation on 15 August
2005) and New World Mobile Holdings Limited until his resignation in January 2006, June
2006 and January 2007 respectively. Save as disclosed above, he has not held any other
directorships in listed public companies in the last three years.

12 -
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As at the Latest Practicable Date, Mr. Kwong had no relationship with any Directors,
senior management or substantial or controlling shareholders of the Company and did not
have any interests in the shares in the Company within the meaning of Part XV of the
Securities and Future Ordinance.

As at the Latest Practicable Date, Mr. Kwong was appointed for a term of three years
and was subject to retirement by rotation and re-election in accordance with the Articles of
Association of the Company. He has not entered into nor proposed to enter into any service
contracts which fall within the meanings of Rule 13.68 of the Listing Rules requiring the
prior approval of Shareholders at general meetings. He was entitled to a fixed annual
remuneration of HKS$300,000 per annum for acting as an Independent Non-executive
Director, 2 member of Audit Committee and a member of the Remuneration Committee of
the Company, which was determined by the Board with reference to his duties and
responsibilities. For the year ended 30 June 2007, he was entitled to receive director’s fees
of HK$70,000 and other remuneration of HK$430,000 from the Group. Save as disclosed
above, he had not received any bonus payments (whether fixed or discretionary in nature)
from the Group.

Professor KO Ping Keung, PhD, FIEEE, FHKIE, jP, aged 56, has been an Independent
Non-executive Director of the Company since 2004. Professor Ko holds a Bachelor of
Science (Honours) degree from the University of Hong Kong, a Doctor of Philosophy degree
and a Master of Science degree from the University of California at Berkeley. He is an
Adjunct Professor of Beijing University and Tsinghua University and Emeritus Professor of
Electrical & Electronic Engineering and the former Dean of the School of Engineering of
The Hong Kong University of Science and Technology. He was the Vice Chairman of
Electrical Engineering and Computer Science Department of the University of California at
Berkeley in 1991 — 1993 and a member of Technical staff, Bell Labs, Holmdel, in 1982 —
1984. Professor Ko is an independent non-executive director of Henderson Investment
Limited and China Resources Logic Limited, both of which are companies listed on the
Stock Exchange. He also served as an independent non-executive director of Henderson
Cyber Limited (being a listed company in Hong Kong until its privatisation on 12 December
2005) until his resignation in March 2006, Save as disclosed above, he has not held any
other directorships in listed public companies in the last three years.

As at the Latest Practicable Date, Professor Ko had no relationship with any Directors,
senior management or substantial or controlling shareholders of the Company and did not
have any interests in the shares in the Company within the meaning of Part XV of the
Securities and Future Ordinance.

As at the Latest Practicable Date, Professor Ko was appointed for a term of three years
and was subject to retirement by rotation and re-election in accordance with the Articles of
Association of the Company. He has not entered into nor proposed to enter into any service
contracts which fall within the meanings of Rule 13.68 of the Listing Rules requiring the
prior approval of Shareholders at general meetings. He was entitled to a fixed annual
remuneration of HKS$300,000 per annum for acting as an Independent Non-executive
Director, a member of Audit Committee and a member of the Remuneration Committee of
the Company, which was determined by the Board with reference to his duties and
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responsibilities. For the year ended 30 June 2007, he was entitled to receive director’s fees
of HK$70,000 and other remuneration of HK$430,000 from the Group. Save as disclosed
above, he had not received any bonus payments (whether fixed or discretionary in nature)
from the Group.
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HENDERSON LAND DEVELOPMENT COMPANY LIMITED

Incorporated in Hong Kong with limited fiability
Stock Code: 12

NOTICE OF ANNUAL GENERAL MEETING

NOTICE 1S HEREBY GIVEN THAT the Annual General Meeting of the Company will be held at
the Four Seasons Grand Ballroom, Four Seasons Hotel, 8 Finance Street, Central, Hong Kong on
Monday, 3 December 2007 at 11:30 a.m. to transact the following business:

1.

To receive and consider the Audited Accounts and the Reports of the Directors and Auditors
for the year ended 30 June 2007.

Jo deciare a Final Dividend.

To re-elect retiring Directors and authorise the Board of Directors to fix the Directors’
remuneration,

To re-appoint Auditors and authorise the Directors to fix their remuneration.

To consider as special business and, if thought fit, pass the following resolutions as Ordinary
Resolutions:

(A) “THAT:

@

subject to paragraph (D) of this Resolution, the exercise by the Directors during the
Relevant Period (as defined in paragraph (c) of this Resolution) of all the powers of
the Company to repurchase ordinary shares of HK$2.00 each in the capital of the
Company on The Stock Exchange of Hong Kong Limited (“Stock Exchange”) or on
any other stock exchange on which the shares of the Company may be.listed and
recognised by the Stock Exchange and the Securities and Futures Commission for this
purpose, subject to and in accordance with all applicable laws and the requirements
of the Rules Governing the Listing of Securities on the Stock Exchange or of any
other stock exchange as amended from time to time be and is hereby generally and
unconditionally approved,

the aggregate nominal amount of the shares of the Company to be repurchased
pursuant to the approval in paragraph (a) above shall not exceed 10 per cent. of the
aggregate nominal amount of the share capital of the Company in issue as at the date
of this Resolution and the said approval shall be limited accordingly; and







(¢) for the purposes of this Resolution, "Reievant Period™ means the period trom the
passing of this Resolution until whichever is the earliest of:

() the conclusion of the next Annual General Meeting of the Company;

(iiy the expiration of the period within which the next Annual General Meeting of
the Company is required by the Articles of Association of the Company or the
Companies Ordinance (Chapter 32 of the Laws of Hong Kong) to be held; and

(iiiy the date on which the authority set out in this Resolution is revoked or varied by an
ordinary resoiution of the Shareholders in general meeting.”

(B) "THAT:

(@) a general mandate be and is hereby generally and unconditionally given to the
Directors to exercise during the Relevant Period (as hereinafter defined) all the powers
of the Company to allot, issue and deal with additional shares of the Company and to
make or grant offers, agreements or options (including warrants, bonds, debentures,
notes and other securities convertible into shares in the Company) which would or
might require the exercise of such powers either during or after the Relevant Period,
provided that the aggregate nominal amount of the share capital of the Company to
be allotted, issued and dealt with pursuant to the general mandate herein, otherwise
than pursuant to (i) a Rights issue (as hereinafter defined), or (i) any option scheme or
similar arrangement for the time being adopted for the grant or issue to the employees
of the Company and/or any of its subsidiaries of shares or rights to acquire shares
of the Company, or (iii} an issue of shares in the Company upon the exercise of the

~ subscription rights or conversion rights attaching to any warrants or convertible
notes which may be issued by the Company or any of its subsidiaries, or (iv) any scrip
dividend pursuant to the Articles of Association of the Company from time to time,
shall not exceed 20 per cent. of the aggregate nominal amount of the share capital of
the Company in issue as at the date of this Resolution and the said approval shall be
limited accordingly; and







(b) for the purposes of this Resolution:

“Relevant Period” shall have the same meaning as assigned to it under Ordinary
Resolution (A) of item no. 5 as set out in the notice convening this Meeting; and

“Rights tssue” means an offer of shares in the capital of the Company open for a
period fixed by the Directors of the Company to holders of shares of the Company
whose names appear on the Register of Members of the Company on a fixed record
date in proportion to their then holdings of such shares as at that date (subject to
such exclusions or other arrangements as the Directors of the Company may deem
necessary or expedient in relation to fractional entitlements or having regard to any
restrictions or obligations under the laws of, or the requirements of any recognised
regulatory body or any stock exchange in any territory outside Hong Kong).”

(C) “THAT:

the general mandate granted to the Directors and for the time being in force to exercise
the powers of the Company to allot, issue and deal with additional shares of the Company
pursuant to Ordinary Resolution (B) of item no. 5 as set out in the notice convening this
Meeting be and is hereby extended by the addition to the aggregate nominal amount
of share capital which may be allotted, issued and dealt with or agreed conditionally or
unconditionally to be allotted, issued and dealt with by the Directors pursuant to such
general mandate an amount representing the aggregate nominal amount of shares in
the capital of the Company repurchased by the Company since the granting of the said
general mandate pursuant to the exercise by the Directors of the powers of the Company
to repurchase such shares under the authority granted pursuant to Ordinary Resolution (A)
of item no. 5 as set out in the notice convening this Meeting provided that such amount
shall not exceed 10 per cent. of the aggregate nominal amount of the share capital of the
Company in issue as at the date of this Resolution.”

By Order of the Board

Timon LIU Cheung Yuen
Company Secretary

Hong Kong, 16 October 2007






Registered Office:

72-76/F, Two International Finance Centre
8 Finance Street, Central

Hong Kong

Notes:

(1) A Member of the Company entitled to attend and vote at the above Meeting is entitied to
appoint one or more proxies to attend and on a poll, to vote instead of him. A proxy need not
be a member. Form of proxy must be lodged at the registered office of the Company at 72-76/F,
Two International Finance Centre, 8 Finance Street, Central, Hong Kong not less than 48 hours
before the time appointed for holding the Meeting.

| (2} The Register of Members of the Company will be closed from Tuesday, 27 November 2007 to
| Monday, 3 December 2007, both days inclusive, during which period no requests for transfer
of shares will be accepted. ’

(3) In order to qualify for the proposed final dividend, all transfers accompanied by the relevant
share certificates must be lodged with the Company's Registrars, Computershare Hong Kong
investor Services Limited, Rooms 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Hong Kong not later than 4:30 p.m. on Monday, 26 November 2007.

(4) An explanatory statement containing further details concerning Ordinary Resolution (A) of
item 5 above will be sent to Members together with the 2007 Annual Report.

(S} Concerning Ordinary Resolutions (B) and (C) of item 5 above, approval 1s being sought from
Members, as a general mandate in compliance with Section 57B of the Companies Ordinance
and the Rules Governing the Listing of Securities on The .Stock Exchange of Hong Kong
Limited, that in the event it becomes desirable for the Company to issue any new shares of
the Company, the Directors are given flexibility and discretion to allot and issue new shares
up to twenty per cent. of the issued share capital plus the number of shares repurchased by
the Company pursuant to the general mandate approved in Ordinary Resolution (A) of item
5 above. The Directors, however, have no immediate plans to issue any new shares of the
Company.

As at the date of this notice, the Board comprises. (1) executive directors. Lee Shau Kee
(Chairman), Lee Ka Kit, Colin Lam Ko Yin, Lee Ka Shing, John Yip Ying Chee, Alexander Au Siu Kee,
Suen Kwok Lam, Lee King Yue, Fung Lee Woon King, Eddie Lau Yum Chuen, Li Ning and Patrick
Kwok Ping Ho, (2) non-executive directors: Woo Po Shing, Leung Hay Man, Angelina Lee Pui Ling,
Lee Tat Man and Jackson Woo Ka Biu (as alternate to Woo Po Shing); and (3) independent non-
executive directors; Gordon Kwong Che Keung, Ko Ping Keung and Wu King Cheong.
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Awards & Accolades

The Group's operational strengths and commitment to its
stakeholders are reflected in the wide range of awards and
commendations it received guring the course of the year.

These accolades recognise the many facets of the Group's
day-to-day operations, and were awarded for achievements in
areas ranging from corporate development and technological
innovation to marketing excellence and long-term commitment to
corporate social responsibility.
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Group Structure

Henderson Land Group Structure

Market Capitalization as at 17 September 2007
Henderson Land Development Company Limited: HK$119 billion
Six listed companies of the Group: HK$285 billion

Henderson Land
Development Company Limit

M A R i

Investment holding, property development and
mvestment in Hong Keng and mainland China,
hotel operation, project and property management,

| construction and financial services —
T e ] B e T -
] } Henderson Investment |
P Limited
iz N me T . mirimen L - & L
Property development J Investment holding ; ‘ Property investment, hotel }
and investment = and infrastructure f—— || operation and travel business  |——=

] 39.06% < T

natural gas in mainland China

Note: All percentage shareholgings shown above were figures as of 17 September 2007
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Financial Highlights

2007 2006 Change
;ane HKS million  HKS million %
Profit for the year 1 9,817.7 13,548.7 -27.5
Underlying profit for the year 182 5,882.8 5,268.2 +11.7
Net asset value 1 92,219.1 77,9641 +18.3
Adjusted net asset value 183 98,969.5 83,720.7 +18.2
Net debt 4 8,750.1 13.035.4 -329
Net debt to net asset value 1 9.49% 16.72% -7.23mp
(note 5)
Net debt to adjusted net asset value 1&3 B.84% 15.57% -6.73pp
{(note 5)
HKS HKS %
Earnings per share 1 5.19 747 -30.5
underlying eamings per share 1&2 3.1 290 +7.2
Dividends per share 1 1.10 1.05 +4.8
Net asset value per share 1 a7.47 42.96 +10.5
Adjusted net asseti value per share 183 50.94 4613 +10.4
Notes:
1 The profits, earnings, dividends and net asset vaiues shown or referred to above were all attributable to equity shareholders of the
Company.
2 The effect of the increase in fair value of investment properties {net of deferred taxation and minority interests) was exciuded in the

calculation of the underlying profit for the year and of the underlying earnings per share.

3 AS there is no capital gains tax in Hong Kong, total deferred tax liabilities arising from the revaluation of the Group's investment properties
in the amount of HK$4,750.4 million (2006 HK$5,756.6 million), equivalent to HK$3.47 per share (2006. HK$3.17 per share), as provided
and included in the Group’s consolidated balance sheet wouid not be payable if the Group’s investment properties were to be sold at the
revalued amounts under the current tax regime. Accordingly, such deferred tax as provided under HKAS-INT 21 has been excluded for the
above calculation in order to pravide a better understanding of the net asset value attributable to equity shareholders of the Company.

4 Net debt represents the total of bank loans and overdrafts, guaranteed convertible notes (if any) and other loans minus cash and bank
batances.
5 Dp stands for percentage points,
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Sustainability may st be considered a choice for some, but unless
we all reconsider cur actions the choice will be made for us. Madern
architecture should be beautiful, but it must also be epvironmentally
responsible and respectful of ts surroundings.
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Dr The Honourable Lee Shau Kee, GBM

Chairman and Managing Director

Our approach as a Group is based on sireng economic, social and envirpnmental principles. We strive
to create high quality, visually stimulating, nnovative new homes and commercial developments that
enhance, as welt as integrate with, their surrounding natural and Built efvironments.




Chairman’s Statement

Dear Shareholders,

On behalf of your Board, | am pleased to present my report on the
operations of the Group for the year ended 30 June 2007,

Overview

Qur approach as a Group is based on strong economic, social and
environmental principles. We strive to create high guality, visuatly
stimulating, innovative new homes and commercial developments
that enhance, as well as integrate with, their surrounding natural
and built environments.

Sustainability lies at the heart of this approach, we build efficient,
modern properties, but we also try to play our part in establishing
or contributing to comfortable and friendly communities for our
customers {0 live and work in. Large-scale projects such as Grand
Promenade, Grand Waterfront and the IFC complex have shown
that our customers appreciate this approach and weicome the
resultant quatity of life that our properties afford them.

Following the successful privatisation of Henderson China
Holdings Limited, the Group has injected substantial resources
in expanding its property develgpment business in mainland
China. Significant progress has been made and the Group now
has many new projects planned or underway. We are replicating
this approach and applying the sarme mix of innovative design,
high quality construction standards and community commitment,
These major new commercial and residentiat projects will provide
users with unparalleled living and working environments and will
further enhance the Group's reputation.

Profit and Net Assets Attributable to Shareholders

The Group profit attributable to equity shareholders for the
year ended 30 June 2007 amounted to HK$9,817.7 mitlion,
representing a decrease of HK$3,731.0 million or 27.5% over
that for the previous year. Earnings per share were HK$5.19
(2006: HK$7.47). The decrease in profit attributable to equity
shareholders {or the year was mainly due to the higher
revaluation surplus (net of deferred tax) of investment properties
recognized in the previous year by HK$4,345.6 million when
compared with the corresponding revaluation surplus (net of
deferred iax) for the year.

The underlying profit for the year, excluding the revaluation
surplus of investment properties (net of deferred tax), was
HK$5,882.8 million, an increase of HK$414.6 million or 11.7%.
Based on the underlying profit, the eamings per share were
HK$3.11 (20067 HK$2.90).

Included in the results for the year was total non-recurrent
income of HK$938.0 million made up of the excess, amourting to
HK$352.4 million, of the fair values of net assets comprised in the
companies acquired from Henderson Investment Limited during
the year over the consideration paid, and the Group's share of
gain of HK$585.6 million arising from the disposal of 10 piped-city
gas projects by an associate. (Similarly, net non-recurrent income
of HK$%,395.5 million was recorded in the previous year made up
of a net gain of HK$650.7 million resulting from the privatisation
of two listed subsidiaries, a deemed profit of HK$82%.6 million on
pfacement of Henderson investment Limited shares, and project
tender cost written off amounting to HK$84.8 million.) After
excluding such non-recurrent income, the adjusted underlying
profit for the year was HK$4,944.8 million, representing an
increase of HK$1,072.1 million or 27.7% over that for the previous
year. Based on the adjusted underlying profit, the earnings per
share were HK$2.61 (2006: HK$2.13), or an increase of 22.5%. The
encouraging improvement in adjusted underlying profit was the
result of significantly higher profit contributions from property
development, associates and jointly controlled entities, as well as
the steady increase in rental income from investment properties.

At 30 June 2007, the net asset value attributable to equity
shareholders amounted to HK$92,219.1 million, 18.3% higher
than the amount of HK$77,964.1 million a year earlier, while the
adjusted net asset value, after excluding deferred tax on the
revaluation surplus of investment properties, was HK$98,969.5
million (2006: HK$83,720.7 million). Net debt amounted to
HK$8,750.1 million (2006. HK$13,035.4 million} and the gearing
ratio was 9.5% {2006: 16.7%).

Grand Waterfront, To Kwa Wan, Hong Kong

Annua)l Report 2007 g
Henderson Land Devetopment Company Limited




Chairman’s Statement

Dividends

Your Board recommends the payment of a final dividend of
HK$0.70 per share to sharehclders whose names appear on the
Register of Members of the Company on 3 December 2007. The
total distribution per share of HK$1.10 for the full year, including
the interim dividend of HK$C.40 per share already paid, represents
an increase of 5% over the total distribution per share in the
previous year. Warrants for the final dividend wiil be sent to
Shareholders on or before 5 December 2007,

Business Review — Hong Kong

Property Sales
Substantial growth in GDP, rising wages, improved employment

prospect and favourable bank mortgage terms have all resulted

Projects completed
The following development projects were completed during this financial year:

in a buoyant property market. During the year, two large-scale
development projects, namely, Grand Waterfront in To Kwa wan
and The Sherwood in Tuen Mun were faunched for sale. Up 10 the
year end, 1,143 residential units and 1,073 residential units, or
64% and 68% respectively of the total units, were sold for these
two development projects. Other projects which were launched
for sale during the year, including Scenic Horizon in Shau Kei
Wan, CantrePlace in the Mid-Levels and The Verdanrcy in Yuen
LONg, also received encouraging response. Together with the re-
launch of other popular projects such as Grand Promenade, Royal
Green &nd Metro Harbour View, during the year the Group sold an
attributable HK$7,894.8 million worth of properties in Hong Kong
(including the Group's attributable share of the value of properties
sold by associates and jointly controlled entities), a remarkable
growth of 130% when compared with HK$3,434.6 million for the
year before.

Gross flonr Attributahle
Site arcu area Land-use Croup's interest gross floor
Project name and location (sqp.ft.) (sq.fL) purpuse (% area (sg.01.)
1. Royal Green - Phase 2 97,133 165,358 Residential 45.00 74,411
18 Ching Hiu Road, {Note 1)
Sheung Shui
2. Grand waterfront 130,523 1,109,424 Commercial/ Residential: 46.12 Residential: 451,466
38 San Ma Tau Street, Residential Commercial: 26.19 Commercial: 34,178
To Kwa Wan
3. Newton Place Hotel 19,050 241,663 Hotel 100.00 241,663
163 Wai Yip Street,
Kwun Tong
4. Phase 1, Lot No. 1740 in DD 122, 78,781 61,138 Residential 100.00 61,138
Tong Yan San Tsuen, Yuen Long (Note 2)
Total: 862,856

Note 1: The total site area for the whole Phase 1 and Phase 2 of Roval Green is 97,133 square feet.

Note 2: The total site area for the whole Phase 1 and Phase 2 of this project is 78,781 square feet, Phase 2 of this project is still under construction.
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By the end of the year, 203 units or 72% of the total units at Royal
Green — Phase 2 were sold. New owners of Grand waterfront
units praised the development for the exceptional quality inherent
in its construction and in the materials Lsed, with 2 satisfaction
rate of almost 100%. Newton Place Hotel at Kwun Tong, a stylish
hotel with 598 guest reoms, has commenced business since
July 2007, while the project in Tong Yan San Tsuen, a low-density
development, will be launched for sale shortly.

At the vear end, the Group had a total of 3,341 residential units
available for sale at the foliowing major property development
projects:

(1} Major completed development projects offered for sale:

No, of
residential Gross
units area of
unsold  remaining

& pending unsold
Gross Group’s saleasat  residential
Sitearea  floor area Land-use interest financial units

Project name and location {sq.01) (sq.f1.) . purpose % vear e {sq.dL)

1. CasaMarinai 283,200 226,561 Residential 100.00 48 164,667
28 Lo Fai Road, Tai Po

2. CasaMarinall 228,154 182,545 Residential 100.00 48 145,849
1 Lo Ping Road, Tai PO

3. King's Park Hill 168,392 241,113 Residential 61.79 28 62,472
1-98 King's Park Hill Road

4. Roval Terrace 16,744 138,373  Commercial/ 100.00 24 19,795
933 King's Road Residential

5. ParkCentral—Phases 18& 2 359883 2,932,813  Commercial/ 24.63 30 25,084
Tseung Kwan O Town Lot Nos, 57 and 66 Residential

6. Metro Harbour view 228,595 1,714,463 Residential 65.68 29 21,609
8 Fuk Lee Street '

7. Paradise Square 17,297 159,212 commercial/ 100.00 41 26,198
3 Kwong Wa Street Residential

8. Grand Promenade 131,321 1,410,629 Residential 63.10 167 185,070
38 Tal Hong Street, Sai Wan Ho

9. Splendid Place 10,405 86,023 Commercial/ 75.00 17 11,424
39 Taikoo Shing Road Residential

10. Central Heights 39,148 219,066 Residential 25.00 32 29,150

Park Central — Phase 3

11. Royal Green 97,133 485,620 Residential 45.00 220 179,709
18 Ching Hiu Road, Sheung Shui

Annual Report 2007 1
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Chairman’s Statement

Project name and location

No, of
residential

units
unsold

& pending

Gross !
flonr area Land-use
(sq.ft) | purpose

Group’s
inlerest
%)

Sile area

(sq.ft.)

sale as at
financial
vear end

Gross

area of
remaining
unsold
residential
units

(sq.f1.)

12. CentreStage 26,903 276,971 Cemmercial/ 100.00 4% 59,619
108 Hollywood Road Rasidential
13. Scenic Horizon 6,808 54,810  Cornmercial/ 18.13 76 47,813
250 Shau Kei Wan Road Residential
14. CentrePlace 15,824 63,666 Residential 100.00 37 35,208
1 High Street
15. Grand Waterfront 130,523 1,109,424  Commercial/  Residential: 46.12 639 525,737
38 San Ma Tau Street, To Kwa Wan Rasidential Commercial: 26.1%
16, The Sherwoed 396,434 836,868  Commercial/ 100.00 503 347,947
8 Fuk Hang Tsuen Road, Tuen Mun Rasidential
17. The Beverly Hilis — Phases 1 & 2 982,376 1,165,240 Rasidential 60.10 246 775,588
23 Sam Mun Tsai Road, Tai Po (Note) {Note)
Sub-total: 2,231 2,662,939
Gross area attributable to the Group: 2,021,702

R AT
PR et
rL

The Beverly Hills, Tai Po, Hong Kong
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Chairman’s Statement

{2)  Projects pending sale or pre-sale:

Residential

Gross Group's
Site arca floor arca Land-use interest Gross area
Project name and location {sq.dt.) (s0.0t.) purpose (%) No. of units (sq.fr)
1. The Beverly Hills — Phase 3 982,376 1,165,240 Residential 9010 122 330,300
23 Sam Mun Tsai Road, Tai Po {Note} {Notet
2. Fanling Sheung Shui Town 45779 228,821 Residential 100.00 362 228,821
Lot 231, Sheung Shui
3. 33 Lai Chi Kok Road, 9,600 84,156 Commercial/ 100.00 108 68,284
Mong Kok Residential
4. Lot NC. 1740 in DD 122, 78,781 78,781 Residential 100.00 60 78,781
Tong Yan San Tsuen, Yuen Long
5. The Sparkle 35,629 320,659 Commercial/ 100.00 400 267,216
500 Tung Chau Street, Cheung Sha wan Residential
6. Fanling Sheung Shui Town 42884 34,000 Residential 100.00 54 34,000
Lot 76, Fanling
7. 11-12 Headland Road, Island South 43,492 32,619 Residentiai 4442 4 32,619
Sub-total: 1,110 1,040,521
Gross area attributabte to the Group: 989,642
Total saleable residential units and total residential gross area from the major development projects: 3,341 3,703,460
Total gross area attributable to the Group: 3,011,344

Note:  The total site area and the total gross floor area for the whole profect of The Beverly Hills are 982,376 and 1,165,240 square feot
respectively. 25% of this project is heid for investment purpose, whilst the remaining portion is planned to be sold in phases.

Land Bank a total gross floor area of approximately 181,602 square feet.

At the year end, the Group had a land bank in Hong Kong
with & total attributable gross floor area of approximately 21.1
million square feet, including completed investment properties
and notels with a total gross fioor area of approximately 8.6
million square feet and 1.0 million square feet respectively, as
well as stock of unsold property units with a total gross area of
approximately 2.8 million square feet. In addition, the Group held
rentable car parking spaces with a total area of arcund 2.7 million
square feet.

During the year, approval was obtained from the Town Planning
Board to include “Flat” use in the draft Qutline Zoning Plan that
covers 14-30 King wah Road of North Point, which was acquired
by the Group in the previous financial year. Meanwhile, the
Group remained active in replenishing its land bank in Hong
Kang through various means, including private purchases and
farmland conversions. During the year, the Group won the tender
for a 92.31% stake of two prime sites in Wanchai comprising

It is tentatively planned that these sites will be developed into
a residential tower and a hotel respectively. Following the
settlernent of the land-use conversion premium, the land ot in Ng
Uk Tsuen formed part of the project at Fanling Sheung Shui Town
Lat 231, Sheung Shui, increased the total gross floor area for this
residential development to approximately 229,000 square feet,
tand-use conversion in respect of Fanling Sheung Shui Town Lot
76, Fanling was also completed during the year, with the site to
be developed into 54 residential units comprising approximately
34,000 square feet in total gross floor area. Totally, approximately
290,000 square feet of developable gross floor area was added to
the Group’s lend bank from the abovementioned three projects:
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Chairman’s Statement

Sitearea  Gross floor area Group’s intezest
Location (sq.4L.) ! (sq.ft}  Land-use purpuse '
1. Kam Kwok Building, Gloucester Road, 15,847 181,602 Residential/Hotel 92.31

and National Building, Jaffe Road
2. Ng Uk Tsuen, Sheung Shui 14,700 73,3585 Residential 100
3. Fanling Sheung Shui Town Lot 76, Fanling 42,884 34,000 Residential 100
288,957
Moreover, the Group has over the years made significant Investment Properties

acquisition of agricuitural land with high development potential
and proceeded to apply t¢ the Government for land-use
conversion of these land lots at a reasonable premium. During
the year, the Group acquired a number of agricultural land lots
with a total land area of over 1.8 million square feet, increasing
its holding of agricultural land lots to approximately 31.7 million
square feet at the year end. This is the largest agricultural land
holding of all property developers in Hong Kong.

Of this holding, land lots comprising a total area of approximately
10 million square feet are already in various stages of land-use
conversion. A further 8 million square feet of the Group's holding
of agricultural land, located near the strategic development areas
proposed by the Government, is expected to be in the pipeline for
land-use conversion in the future. It is anticipated that over the
next few years land-use conversion of agricultural land lots will,
on average, provide the Group with development sites of around 3
million square feet in gross floor area each year.

IFC Mall, Central, Hong Kong
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The Group's gross rental income for the year, including its share
from jointly controlled entities, was up by 15.3% (0 HK$3,148.2
miliion. Net rental income increased from last year's HK$1,707.5
million to HK$2,093.3 million. At the year end, the Group's core
rental properties maintained a high occupancy rate of 94%. Rental
income growth was primarily driven by higher rents for new
leases and renewals for all types of properties, while contribution
from the IFC complex alsc increased considerably. During the
year, 25.6% of the total tenancies in the Group's investment
properiies, representing gross floor area of about 1.5% mitlion
square feet, were renewed.

IFC Mall, a major retail and leisure destination in Central with
a well planned mix of ieading global brands and upmarket
restaurants, was fully let. The Group's other large-scale shopping
malls, which are mostly located in high population growth new
towns, alsc performed well. By the end of the financial year,
Metro ity Plaza Phases Il & Il in Tseung Kwan O, Sunshine City
Plaza in Ma On Shan, City Landmark Il in Tsuen Wan, Citimall in
yuen Long as well as Shatin Plaza each recorded occupancy rates
of 95% or more. Renovation works ang facility upgrades, which
help increase the rental yields by encouraging higher shopper
traffic, were regularly undertaken in the Group’s investment
properties. During the year, Shatin Plaza and Shatin Centre
underwent renovations and upgrades on different scales so as
to offer customers a fresh shopping experience. Renovations
to Metro City Plaza Phase 1l are progressing well, whilst work at
the North Wing of Trend Plaza is also under way to increase the
retail area by about 20,000 square feet, by converting Tuen Mun
Theatre to retail use. Both projects are scheduled for compietion
successively in 2008. In the coming financial year, major upgrade
projects will commence at Sunshine City Plaza, Kowloon Building
and South wing of Trend Plaza. Renovation works for City
Landmark | and Citimall are also in the pipeline.
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Kuwun Tong 223, Kwain T
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Demand far quality office space from the booming financial
Sector, among athers, remained strong, with many international
corporations keen to expand their operations in this regicn. This
trend boosted the performance of the Group's office portfolio,
which includes properties such as IFC, located in the core of Hong
Kong Central District, where the supply of new office space s
becoming increasingly limited. AIA Tower in North Peint, another
of the Group's guality office towers, also expéerienced strong
demand, attaining $5% occupancy at the year end. As a resuit,
office rental income grew considerably during the financial year
with an increase of 100% in rental levels being common in many
lease renewals, particularly for those tepancies which were
previously conciuded arpund the time of the SARS epidemic in
Hong Kong. To meet the growing market demand, pre-leasing for
Kwun Tong 223, a distinctive landmark in Kowloon East with over
1 million square feet of grade-A office space, has been launched
arousing keen interest from many multinational companies. The
development is scheduled for completion by the end of 2007.

During the year, strong demand from expatriates working at
muitinational companes, particularly those in the egal, banking
and finance sectors, continued to lend solid support 1o the luxury
residential leasing market. Four Seasons Place, the most luxurious
serviced suites in Hong Kong, remained the most sought after of
thefr kind with nearly full occupancy by the year end. Cccupancy
rates for Eva Court, a fuxury apartment complex located in Mid-
Levels, were also high at 92% by the year end.

Hotels, Construction and Property Management
The Group's three Newton hotels, with most of their guest rooms

renovated during the period from September 2006 to March 2007,
were well positioned to reap the benefits of Hong Kong's thriving
tourism industry. They maintgined steady room revenue against
a higher average rocom rate with a stable occupancy of over 80%.
Newton Piace Hotel at Kwun Tong commenced business in July
2007. with the addition cf this newly completed hotel, the Group
has four Newton hotels operating in Hong Kong, with a total of
1,445 guest rooms.

Annual Repart 2007 1 5
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Equipped with the finest restaurants, a deluxe spa and top-
class room facilities, Four Seasons Hotel in the IFC complex has
established a loyal clientele comprising the most discerning
overseas visitors and local patrons. Its performance for the
financial year has exceeded expectations.

The Group's reputation for exceptional product quality is to
a large extent attributable to the efforts of its Construction
Division working in conjunction with the Project Management
Departments. Their close attention to detail and strong sense
of responsibility have enabled the Group to deliver the finest
properties that our customers have come to expect. With new
technologies (such as infrared surveying 0 check external walls}
being constantly introduced to ensure the highest standards, the
Group is siriving to boost the quality of its new developments.
Grand waterfront, a newly completed luxury residential project,
was widely acclaimed far its excelient building quality.

The Group’s member property management companies, Hang
Yick Properties Management Limited and Well Born Real Estate
Management Limited, currently manage some 190 property
developments across the territory, comprising a total of over
76,000 residential, cammercial and industrial units and shops, and
more than 17,000 car parking spaces. These two companies are
on the frontline fulfilling the Group’s pledge of providing the finest
care and services not only to customers, but also to the public at
large. Together they received 224 accolades during the year.

Business Review — Mainland China and Macau

The Group is rapidly increasing its activities in mainland China,
where it now has projects ranging from landmark commercial
developments in the major cities of Beljing and Shanghai
to massive residential schemes in the second-tier cities. By
combining its successful mix of international design, world-
class construction, and strong commitment to sustainable
development, the Group is cultivating an excellent reputation
while closely assisting China with the advancement of its
cityscapes and the development of communities for the fuiure.

puring the year, the Group made significant progress in its land
acquisition programme in mainland China. By way of auction,
strategic co-operation and acquisition, at the end of August 2007
the Group had a vast development landbank in mainfand China
with an attributable land area of approximately 36.69 million

16 Annual Report 2007
Henderson Land Bevelopment Company Limited

4 m———
~——
—~—
—
—
———
—

N
—
P
t—

]
i

i

g

—EREae

PO S i e i

The Ghampion Arch, Xingsha Towr, Changsha (artist impression)

square feet, a substantial increase of 154% over the previous
year, which will provide for the Group a total developable gross
floor area of 101.5 million square feet. By achering to stringent
site selection criteria, all these newly added development
sites are reasonably priced and of manageable size which will
allow quicker return as they are all available for immediate
development.

In Changsha, the Group has residential developments in both
the suburb of Xingsha Town and the city centre of Kaifu District.
The project in Xingsha Town, with a total land cost of RMB198.6
million, offers a total gross floor area together with the baserment
area of approximately 9.2 million square feet, while the one in
Kaifu District has the potential to provide a total gross floor area of
about 2.5 million square feet against a total land cost of RMB184
million. Having assorted projects in a single city enables the Group
to better cater to different custorner preferences, a strategy that
has been similarly applied in other cities such as Xian, Chongging
and Shenyang.
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In Xuzhou, with a total land cost of RMB541.7 million, a residential
community project will be developed in four phases providing
a total gross floor area of 5.3 million square feet. Special water
features, which are of great attraction in this inland city, will be
installed in this project,

In Xian, the Group has formed a 50/50 joint venture with Temasek
Holdings {Private) Limited of Singapore to jointly develop a
riverside residential community at Chanhe, with a total gross
floor area of over 33 millicn square feet. Total land cost for this
project was about RMB1,720 miilicn. The Group also won the bid
for another residential project in the Second Ring Road East, the
downtown area of Xian, at a consideration of about RMB434.9
million. This project will provide a total gross floor area of 4.2
millicn square feet.

In Chongaing, two sites have been acquired by the Group to be
developed into residential communities. The first in the Erlang
Phoenix Area, which was purchased for RMB157 million, will
provice a total gross floor area of around 2.8 million square feet
with excellent transport connections to Chengdu, another major
city in that region. The second site, & riverside development in
Nan'an District, is acclaimed for having a neighbourhood similar
to Coal Harbour, an upscale high-rise condominium district in
vancouver, Canada. This site will provide a total gross floor area
of around 4.0 million square feet against the total land cost of
RMB310 million.

In Shenyang, the Group has an expanded land reserve in the
suburban Puhe New District. At a land cost of RMB552 million,
the Group purchased adjacent sites with a gross floor area of
approximately 10.1 million sguare feet. The combined site has
a total gross floor area of 15.5 million square feet for residential
usage. Shenyang International Finance Centre, another very
promising project in this city with a total gross floor area of 5.7
million square feet against the total land cost of RMB614 million,
will house an 89-storey fandmark office tower, which will become
the tallest building in this city. Pei Partnership Architects, an
international accredited firm closely associated with the world-
renowned architect, LM. Pei, has been appointed as the design
architect for this project.

In Xiangcheng District of Suzhou, the Group recently purchased
a parcel of commercial land with a planned gross floor area of
8.2 million sguare feet at RMB&69 million. When combined this
commercial land lot with its adjacent development, which was

also acquired by the Group during the year for & total land cost of
RMB865 millicn, the whole development will become a massive
self-contained community, providing a further 6.8 million square
feet in gross floor area with a water-themed design.

In Yixing, the Group will construct another luxury residential
development on an island in the city area, with a tota! land cost
of RMB158 million, for a total gross floor area of about 700,000
square feet.

In Shanghai, a project located at a prime site comprising Lot No.
155 Nanjing Road East, which provides a total developable gross
floor area of 1 million square feet, has alse been acquired by the
Group at the consideration of about HK$1,356.7 million. It will be
developed into a mixed-use office-cum-commercial complex.

In a nutshell, the total land cost for the Group's site acquisitions
in mainfand China since 2006 was approximately RMB10,000
million, whilst the total investment for the property development
projects involved would amount to RMB25,000 million. Apart from
these existing projects, acquisition of another 50 million sguare
feet of developable floor area is under negotiation, for which
agreements have been reached. With the probable completion
of the formalities for the land acquisition by the end of 2007, the
Group’s landbank in maintand China will increase to about 150
million square feet.

T e

Lot No. 155, Narying Road East, Huangpu District, Shanghat (artsi impression
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The Group's involvement in many projects extends beyond
merely building quality properties. It also sirives to integrate
them with the surrcunding natural and built environment
and, where possible, enhance the overail context. During the
year, construction progressed well for all the properties under
development. In Beijing, the Cesar Pelli designed World Financial
Centre, resembling twin crystal jewel boxes, attracted an
excellent response from financial institutions and multinational
corporations during its pre-leasing period. With approximately 1.9
miliion ang 100,000 square feet of gross floor area slated for office
and retail use respectively, world Financial Centre is scheduled
for completion in mid-2008, ahead of the 2008 Beijing Olympics.

Wworld Financial Centre, Chao Yang District, Beyng

In Shanghai, with the addition of a new project at Lot No, 155,
Nanjing Road East, the Group has an expanded portfolic of four
properties under development, two of which have been designed
by the prestigious architect, Kenzo Tange Asscciates of Japan. All
of these four properties, consisting of approximately 1.7 million
square feet of prime office space, 500,000 square feet of shopping
area and 700,000 square feet of car parking space in total, will be
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held for rental purposes upon their completion by 2009 or early
2010, ahead of the opening of the world Expo 2010 in Shanghai.
In Guangzhou, Hengli Wanpan, comprising a total attributable
gross floor area of approximately 1.7 million square feet, is due
for completion by early 2008. An overwhelming response was
received for its pre-sale. Phase Il of the development was sold
with an average price exceeding RMB1,000 per square feet
(equivalent to RMB11,000 per square metre), 30% higher than the
price achieved for the last two phases which were hoth virtuatly
sold out.

For the three years ending 30 lune 2008, 30 June 200% and 30
June 2010, the annual square footage of developable floor area
(including the area for basement) to be completed by the Group
in mainland China is scheduled to be approximately 4.4 million
square feet, 2.8 million square feet and 12.6 mitlion square feet
respectively. For the year ending 30 June 2008, approximately 2.7
million square feet of developable gross floor area will be held for
investment, whilst the remaining 1.7 million square feet will be for
sale, For the projects to be completed in the year ending 30 June
2009, the majority will be residential premises for sale. For the
year ending 30 June 2010, investment properties, which embrace
alt the four prime office developments in Shanghai, will make up
23% of the annual completion, whilst the residential premises for
sale will account for the remaining 77%.

In order to better manage the development projects throughout
mainland Ching, the Group has estabiished a mainland head office
in Shenzhen, close to its headquarters in Hong Kong and readily
accessible for all local staff. By combining the well-experienced
Hong Kong project team with promising local professionals, the
new office will offer the best international practice in conjunction
with horme-grown talent, thereby ensuring that all of the Group's
mainland projects {ulfil the market needs. Looking ahead, further
regional offices will be established to support the Group's rapid
business expansion in mainland China.

The overwhelming success of the pre-sale of Hengli Wanpan is
a very clear vote of confidence by mainland homebuyers in the
Henderson Land brand name. In order to consistently deliver
quality of the highest standard t¢ mainland customers, the Group
intends to set up its own construction company in China. With
a {ull in-house capability spanning all aspects of construction,
the Group will be well placed to ensure quality standards are
consistentty high in all future projects.
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During the year, rental properties in mainland China generated
a total gross rental income of HK$192.9 million, an increase
of HK$114.3 million over the previous year, With the gradual
completion of some of the ghove investment properties, which
comprise mainly Grade-A office space, rental income is set to
increase significantly during the years to come. The property
investment business will complement the property development
business and will become a major source of steady income in
mainland China. In order to better manage its property portfolio, in
August 2007 the Group increased its stakes in some of the rental
properties, which comprise commercial podia.

Joint-Venture Development in Macau
In April 2005, the Group entered into an agreement to jointly

develop a waterfront site of approximately 1.45 million square
feet of land area in Macau. The site’s total gross fioor area has
yet to be finalized as it is still under application for land-use
conversion.

Acquisition of Interests in Certain Companies
from Henderson Investment Limited

On 27 March 2007 the Company and Henderson Investment
Limited entered into an agreement providing for the acquisition
by the Company, for cash, of the Henderson Investment Group's
property portfolio, the 31.36% interest in Hong Kong Ferry
(Holdings) Company Limited, the 44.21% interest in Miramar Hotel
and Investment Company, Limited and certain listed securities.
Upon ¢completicn of the transacticn, the Henderson Investment
Group mainly held & 38.55% stake (which was increased to
39.06% as at 17 September 2007) in The Hong Kong and China
Gas Company Limited {("Hong Kong and China Gas") and certain
infrastructure business. As part of the transaction which was
completed on 13 June 2007, a distribution of HK$5.00 per share
was made by Henderson Investment to its shareholders.

The Company paid an aggregate amount of consideration in cash
of approximately HK$12,072.6 million to Henderson Investment
for the acquisition. (0 retum, the Company received by way of the
distribution a sum of approximately HK$10,352 million.

Henderson Investment Limited

(67.94%-owned by the Company)
For the year ended 30 June 2007, the consolidated profit of this

group attributable to egquity shareholders amounted to HK$5,391.1
million, representing an increase of HK$1,723.9 million or 47.0%
over that for the previous year. Excluding the revaluation surplus

of investment properties (net of deferred tax), the underlying
profit for the year was HK$4,691.6 million, or an increase of
HK$2,625.5 million or 127.1%.

The businesses in which this group ceased to be interested
following the completion of the abovementioned transaction
are classified as discontinued operations as from 14 June 2007,
whilst the business activities for the remaining companies are
collectively classified as continuing operations,

Continuing operations
The profit attributable to eguity shareholders of this company

for the year from continuing cperations amounted to HK$3,626.3
million (2006 HK$1,928.0 million), representing an increase of
HK$1,698.3 million or 88.1% over that for the previous year,
This group’s remaining business activities mainly comprise
infrastructure business in mainland China and a 38.55% interest in
an associate, Hong Kong and China Gas (which was increased to
39.06% as at 17 September 2007), whose result will be described
separately in the section of Associated Companies.

Profit contribution from the infrastructure business, which
comprises interests in Hangzhou Qianjiang Third Bridge and a
highway in Maanshan City of Anhui Province, increased from
last year's HK$81.8 million to HK$130.7 million as traffic volume
for the bridge increased following the completion of repair and
maintenance work ta it during the year.

Discontinued operations
The prefit attributable to equity shareholders of this company

for the year from discontinued operations, including the gain on
disposal of HK$925.4 million arising from the abovementioned
transaction, was HK$1,764.8 million, representing an increase
of HK$25.6 million or 1.5% over that for the previous year.
Excluding the changes in fair value of investment properties of
this group and its associates (net of deferred tax), the underlying
profit attributable to equity shareholders of this company from
discontinued operations amounted to HK$1,378.4 million,
reprasenting an increase of HK$911.5 million or 195.2%.
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Associated Companies

The Hong Kong and China Gus Company Limited

(38.55%-owned by Henderson Investment)
The unaudited profit after taxation attributable to shareholders of

Hong Kong and China Gas for the six months ended 30 June 2007
amounted to HK$5,469.9 million, inciuding a HK$2,235.7 million
gain resulting from the acquisition of shares in Towngas China
Company Limited (“Towngas China”, formerly known as Panva
Gas Holdings Limited) by way of asset injection and a HK$1,270.4
million profit resulting from the sale of properties and revaluation
surplus on an investment property.

{1

(i}

20

Gas business in Hong Kong

For the six months ended 30 June 2007, the 1.9% drop in the
volume of residential gas sales was offset by 3.2% growth in
the volume of commercial and industrial gas sales, leading
to a slight increase of 0.2% in the total volume of gas sales
in Hong Kong. As at 30 June 2007, the number of customers
was 1,631,302, an increase of 24,461 from the end of June
2006.

Business development in mainiand China

Hong Kong and China Gas's mainland busingsses are
progressing well. Its {irst coalbed gas liquefaction joint
venture project started in early July 2007 in Jincheng, Shanxi
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province with commissioning expected by mid-2008. It also
established its first joint venture for energy exploitation in
early 2007 in Jilin province.

Following the acquisition of Towngas China as &n associated
company, its well-recognised and reputable brand name of
“Towngas" in Chinese has been adopted by Hong Kong and
China Gas for the mainland city-gas businesses.

Inclusive of Towngas China, Hong Kong and China Gas
currently has a total of 70 projects spread across 13
provinces and an area of Beijing, encompassing upstream,
midstream and downstream natural gas sectors as well as
the water supply and wastewater treatment sector.

(I} Environmentally-friendly energy business

The energy businesses run by ECQO Energy Company Limited,
which is wholly-owned by Hong Kong and China Gas, and its
subsidiaries (together known as “ECQ"} are progressing wetl.

Revenue from ECC's dedicated liquefied petroleum gas
filing stations increased during the first half of 2007. ECO is
now leveraging its expertise by developing environmentally-
friendly energy businesses on the mainland. An experimental
project involving the construction and operation of several
compressed natural gas filling stations for heavy duty trucks
is running in Shaanxi province.

ECO's landfill gas project is also progressing well and the
North East New Territories landfill gas treatment facility was
commissioned in early 2007. Treated landfill gas is being
transported to Tai Po gas production plant via a 19 km
pipeline to partially substitute naphtha as a fuel for town gas
production.

tn 2002, ECO signed a 40-year franchise agreement with
the Hong Kong Airport Authority to design, construct and
commission a permanent aviation fuel facility at Tuen Mun
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Area 38 so as to supply aviation fuel directly to Hong Kong
International Airport. The project is progressing as scheduled
and is expected t0 be commissioned by 2010.

{IV] Property developments

For the six months ended 30 June 2007, HK$728.2 million
was recognized as its share of profits arising from the sale
of units at Grand Promenade, Grand waterfront and King's
Park Hill property development projects, whilst its share of
a revaluation surplus from International Finance Centre was
HK$542.2 million. For the same period of last year, Hong Kong
and China Gas's share of profits from its sales of properties
was HK$117.7 million and its share of a revaluation
surplus from the abovementioned investment property
was HK$588.2 million. Leasing for the 150,000-square
feet commercial area at Grand waterfront, a property
development project located at the Ma Tau Kok south plant
site, started in the second half of 2007,

MetroRegaha, Tong M Road, Hong Kong

As a result of the implementation of a dual naphtha and natural
gas feedstock mix in October 2006, feedstock costs have
decreased to the benefit of customers in Hong Kong. Also, in
maintand China, Hong Kong and China Gas will develop upstream,
midstream, downstream and emerging energy markets at a faster
rate and it is expected to have good prospects for its mainland
businesses.

Hong Kong Ferry (Holdings) Company Limited
{31.36%-owned by the Company)

The unaudited consolidated profit attribuiable to shareholders
of Hong Kong Ferry for the six months ended 30 June 2007
amounted to HK$214.5 million, representing an increase of 76%
over that for the same period last year. The sale of residential
units of Metro Harbour view and MetroRegalia was the major
source of income for Hong Kong Ferry, whilst it aiso benefited
from the increased returns from the rental income of the
commercial property and securities investments.

During the period, Hong Kong Ferry recorded an operating profit
of HK$41 miltion and HK$12.2 million respectively from the sale of
50 residential units of Metro Harbour View and 14 residential units
of MetroRegalia. Conseguently, approximately 30 residential units
of Metro Harbour view and 45 residential units of MetroRegalia
remain available for sale. On the property investment front, rental
income from Metro Harbour Plaza amounted to HX$15.4 million
for this six-rngnth period and its leasing rate as at the end of June
2007 was 96% after taking into account the committed tenancies.
Rental income from the shopping mall of MetroRegalia amounted
0 HK$415,000 with the occupancy rate at 36%.

Superstructure work has been substantially completed for the
property development site at 222 Tai Kok Tsui Road. Interior works
will commence by the end of 2007 and the project is scheduled
for completion by late 2008. Construction for No. 6 Cho Yuen
Street of Yau Tong also progressed well and is expected to be
completed in early 2009,

During the period, the Ferry, Shipyard and Related Operations
recorded a loss of HK$0.6 million, while the loss for the Travel and
Hotel Qperations had been reduced to HK$0.19 million.
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Miramar Hotel and Investment Company, Limited

(44.21%-owned by the Company)
For the year ended 31 March 2007, Miramar's turnover was

approximately HK$1,434 million. Excluding the contribution from
its land-sales project in the US and the net increase in the fair
value of its investment properties, the profit before tax generated
from its core businesses was HK$404 million, an increase of 18%
over the previous year. Profit attributable to shareholders was
approximatety HK$688 million {HK$1,169 million for the previous
year).

Miramar owned and/or provided management services for eight
hotels and serviced apartment complexes, whose aggregate
turnover increased by 13% over the previous year and accounted
for 34% of Miramar's total profit for the year. Its flagship, Hotel
Miramar, maintained an occupancy rate at 90% with an increase
of 17% in the average room rate. Beginning from August 2007 and
running through to the middle of 2008, a large-scale renovation
plan wiil be carried out in phases, transforming Hotel Miramar
into an upscale business hotel with an atmosphere of stylish
contemporary living.

Miramar Shopping Contre, Tsim Sha Tsui, Hong Kong
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Miramatr's property business reported an 8% growth in turnover in
relation to its Hong Kong and China property assets (i.e., excluding
its US property activities) and contributed around 60% of the total
profit for the company as a whole. A major contributor was its
Miramar Shopping Centre, which was in the process of improving
its rental return following the completion of renovations and a
realignment of the tenant mix. Older leases drawn up during the
property downturn expired during the year and were replaced
with new ones reflecting current market values. Benefiting from
the improved economic climate, Miramar Tower (the office 1ower
above the Miramar Shopping Centre) maintained an occupancy
rate of around 90% with the rental increment achieved on new
and renewed leases at around 70%. As the US property market
slowed considerably during the year, Miramar's overseas land-
sales project in Placer County, California was placed on hold, with
no transactions recorded during the year. Consequently, 80 acres
{290 lots) of residential land and 70 acres of commercial land
remain available for sale there.

During the year, Miramar reengineered some aspects of its
established food and beverage operations, moving into new areas
thai would generate greater public interest and patronage. Its
initiatives to build up the high-performing restaurant duo Cuisine
Cuisine and Lumiere were successful, while efficient cost controls
enabled other less high-profile Miramar outlets to accomplish
returns in line with expenditure. As a result of these initiatives,
aggregate turnover of its continuing food and beverage outlets
over the year rose by around 8% despite keen competition.

As part of the restructuring of its travel business, successful
travel professionals were recruited from within the industry and
various new initiatives were launched. Miramar Travel, created
in 2006, succeeded in boosting the customer numbers for its
tour husiness by adding a number of new package tours and
itineraries. Miramar Express, now responsible for commercial
ticketing, car hires and cruise business, achieved a satisfactory
perfarmance as a result of its keen marketing efforts to the
government and commercial sectors. It was also appointed by
two leading international cruise lines, Oceania and Crystal, as
their official general agent in Hong Kong. Turnover for the travel
business grew by 44% over the previous year with a significant
shift hack towards profitability.
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The MTR Corporation’s recently announced plans to build a
pedestrian subway linking the Tsim Sha Tsui MTR Station with
the Hotel Miramar, the Miramar Shopping Centre and their direct
neighbour was a major coup for Miramar, The new direct link will
help to merge Miramar's adjacent properiies in a way that will
enable the different componenis to fully complement each other,
creating a truly mixed-use environment that will enhance returns.
The improved accessibility to tourists and shoppers will also serve
to position the Miramar site as a unique and prominent Tsim Sha
Tsui landmark.

With its approach focused on continuous modernisation,
expansion and a readiness to explore new and exciting
possibilities, the cutlook for Miramar is positive.

Sunlight Real Estate Investment Trust

In December 2006, the Group disposed of its interests in eleven
office and retail {including car park) properties to Sunlight Real
Estate Investment Trust (*Sunlight REIT") at a total consideration of
approximately HK$1,099.3 million. Units of Sunlight REIT were then
listed on the Main Board of The Stock Exchange of HONg Kong
Limited on 21 Decermber 2006 with approximately 4.5% of Sunlight
REIT being held by the Group as a result. Sunlight REIT currently
owns a portfolic of 20 office and retail properties in Hong Kong
with an aggregate gross rentable area of approximately 1.29
million square feet. Proceeds from the transaction were made
available for use by the Group in its operations and for new
investment opportunities. This disposal also led to the Group's
business being further diversified with the addition of a stable
income source as its wholly-owned subsidiary, namely, Henderson
Sunlight Asset Management Limited, was appointed as the
manager of Sunlight REIT.

Issue of New Shares

On 10 November 2006, pursuant to a placing agreement, a
subsidiary of Henderson Development Limited (the controlling
shareholder of the Company) sold 128 miliion existing shares of
the Company at the placing price of HK$43.05 per share. Pursuant
to the placing agreement, the Company then issued 128 million

new shares to Henderson Development Limited at the placing
price adjusted for this purpose by the expenses incurred in
relation to the placing and the subscription, raising net proceeds
of approximately HK$5,508 million. The new shares represenied
approximately 7.05% of the Company's then existing issued share
capital and about 6.59% of its issued share capital as enlarged by
the subscription. with an enlarged capital base, the Group is in a
better financial position for future expansion, both in Hong Kong
and mainland China.

Corporate Finance

The Group has always adhered to sound and prudent
financial management principles. At the end of the year, the
Group maintained a gearing ratio of net bank borrowings to
snareholders’ funds of 9.5%. The Group does not make use of
any derivative instruments for speculative purposes. In respect
of the Group's operations in mainland China, apart from it
capital and, in some cases, loan contributions to projects which
are denominated in Renminbi and are not hedged, the Group
endeavours to establish a natural hedge by maintaining an
appropriate level of external borrowings in Renminbi. Apart from
this, the Group does not have any maierial foreign exchange
exposure.

At the beginning of the year under review, the Group capitalized
on the very favourable loan market conditions by concluding a
HK$13.35 billion syndicated revolving credit facility carrying a
five-year maturity at an extremely atiractive interest margin. This
financing transaction established a record in the tocal syndicated
lcan market at the time as the largest transaction for private
sector borrowings ever raised in Hong Kong Dollars, reflecting
the support and confidence of the banking community in the
Group. Also during the year, in respect of the International Finance
Centre project jointly owned by the Group, a non-recourse term
loan facility carrying a five-year maturity was signed in March for
another record-breaking amount of HK$17.35 billion raised in the
focal syndicated loan market with very favourable terms.

To diversify the source of its funding, the Group made an
approach to the debt private placement markets in the United
States and Europe which resulted in the successful conclusion
of a debut note issuance transaction in July 2007 for a total
transaction size equivalent to US$425 million, with tranches
carrying maturities of 7 years to 15 years. Pricing for this
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transaction, which carries a weighted-average maturity of just
over ten years, was benchrarked against the interest rate levels
prevailing for comparable public bonds issued by Hong Kong
top credit-rated companies. The transaction has contributed to
fengthening the debt maturity profile of the Group. Except for
these notes wotalling US$425 million (equivalent to approximately
HK$3,312.4 million) which bear fixed interest rates, the Group’s
borrowings bear floating interest rates.

Prospects

Boosted by ongoing increases in both its external trade and
domestic consumption, maintand China is expected to maintain
robust economic growth. By capitalizing on its continuing and
increasingly close ties with mainland China, the Hong Kong
economy will grow from strength to strength. Having benefited
from the enormous business opporiunities offered by the Closer
Economic Partnership Arrangement {CEPA), Hong Kong recently
also served as the first arena outside the mainland to initiate
a Renminbi bond market. with mainland asset management
companies now allowed to operate in Hong Kong while mainland
investors also permitted to invest directly in Hong Kong securities
under the newly announced pilot scheme, Hong Keng's status as
an international financial centre will be further entrenched. The
property market, as weli as other business sectors in Hong Kong,
will also benefit from the improving economic fundamentals.

Improved employment prospects, rising household incomes,
favourable mortgage terms and reduced government stamp
duty will boost the demand for housing, Completion volumes
for private residential units, however, are forecast to stay low
for the years ahead. Al these factors suggest that residential
property prices will pick up steadily. In response 10 growing
market demand, the Group will embark on sales launches for a
number of its development projects such as The Sparkle and 33
Lai Chi Kok Road. Some of its other popular projects including
Grand Waterfront, The Sherwood and The Beverly Hills will also
be re-launched for sale. Together with the sale of non-residential
projects including Midas Plaza, 9-11 Sheung Hei Street and 52
Hung To Road, these activities are expected to bring significant
revenue to the Group.

Rentals for shopping centres are expected to rise on the back of
buoyant local consumption and tourist spending, while the strong
demand for quality office space from the service sectors, in
particular the finance sector, and from multinational corporations
will also fuel further growth in office rental rates. Kwun Tong 223,
the landmark development in Kowloon East equipped with state-
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of-the-ert facilities and comprising over 1.0 million sguare feet of
Grade-A office space, will be completed in the coming months,
expanding the Group's investment property portfelio in Hong
Kong to 9.6 million square feet in terms of gross floor area. With
higher rents for both new lettings and renewals, revenue for the
Group’s existing property investment portfolio will continue to
grow, whilst the gradual completion of the new rental properties
will give &n added boost to the Group's recurring rental income.
Also, amid the increasing visitor arrivals in Hong Kong, Newion
Place Hotel at Kwun Tong commenced business in July 2007,
whilst the remaining three Newton hotels have alsc completed
the renavation for most of their guest rooms. The hotel operation
is thus expected to provide greater contribution to the Group.

In mainland China, the Group's investment property portfolio
is afso set to expand. The Cesar Pelli designed World Financial
Centre, an international grace-A office complex in Beijing, will
soon be completed, in time for the opening of 2008 Beijing
Clympics. In Shanghai, four office-cum-retail complexes, two of
which have been designed by the acclaimed architects, Kenzo
Tange Asscciates of Japan, are also scheduled for completion by
2009 or early 2010, ahead of the opening of World Expo 2010 in
Shanghai. Together with the higher revenue from existing rental
properties such as Office Tower Il of the Grand Gateway, rental
income from the Group's investment properties in maintand China
is expected to grow strongly in the years to come.

Hengli wanpan, a quality property development in Guangzhou,
achieved overwhelming success in its pre-sale and is expected
to bring significant returns to the Group when it is completed
in 2008. In view of the strong appetite for quality housing
in mainland China, as well as the confidence of mainland
homebuyers in the Group's brand name, the Group intends o
expand its land bank in mainland China to a total attributable
gross floor area of about 150 million square feet by the end
of 2007. At the same time, the Group will take active steps to
develon the sites that it has already acquired. Its objective is
1o ensure that the projects are not only well designed, but are
completed on time, within budget and according to our quality
standards, thereby further reinforcing Henderson Land’s already
strong reputation. The establishment of a mainland head office
in Shenzhen and the strengthening of the construction team
will provide further back up for the Group's rapid business
development on the mainland.




Chairman’s Statement

The Group has built up a substantial invesiment property portfolio.
Rising rental income from this portfolio together with increasing
contributions from the Group’s listed associates have time and
again provided a steble income base for the Group. In addition,
investment in mainfand China, which has increased rapidly in the
past two years, will become another important profit driver. With
the strategy adopted to develop the Group's busine§s in Hong
Kong and mainland China concurrently, the market horizon for the
Group has broadened. This has resulted in further diversification
in the stable and growing income source of the Group, positioning
the Group to face the future with confidence. In the absence of
unforeseen circumstances, the Group will achieve satisfactory
results in the coming financial year.

Tribute

The Hon. Lo Tak Shing, GBM, JP, vice chairman and non-executive
director of the Company, passed away during the year.

Mr. Lo was appointed to the Board in 1981 and had given
invaluable contributions to the Company. The Board deeply
regrets his departure.

Accordingly, Mr. Vincent Liang ceased 10 be the alternate director
10 Mr. Lo. The Board would like to express its gratitude to Mr. Liang
for his contributions to the Company.

Appreciation

! would like to take this opportunity to express my gratitude to my
fellow directors for their wise counsel and support, and to thank
all our staff for their dedication and hard work in the past year.
| know | can continue to count on them in our quest to deliver
value {0 our shareholders.

Lee Shau Kee

Chairmar

Hong Kong, 17 September 2007
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Grand Waterfromt

!

Creating Lifestyles

.r / \ Grand Waterfront was designed to demanding specifications, with
N v absclute converience and comiort in mind, to address the lifestyle
‘o aspirations of the modern famity.
e \
! Dennis Law
Chairman & Managing Director

T Denmis Lau & Ng Chun Man Archiects & Engingers (HK) Lid







Review of Operations — Business in Hong Kong

Land Bank

2007 Highlights

B Sizeable land bank with a total
aftributable nross floor area of
21.1 million square leet

B Agricultural land reserve
increased Trom last vear’s
28.9 million 1o 31.7 million
re feet in terms of site
area — the largest such holding
of all Hong Kong property

doevelopors

A the year end, the Group had a land bank in Hong
tKong with a total attributatle gross floor area of
approximately 21.1 million square feet, including completed
investment properties and hotels with a total gross ficor area of
approximately 8.6 million square feet and 1.0 million square feet
respectively, as well as stock of unsold property units with a total
gross area of approximately 2.8 million square feet. In addition,
the Group held rentable c¢ar parking spaces with a total area of
around 2.7 million square feet.

During the year, approval was obtained from the Town Planning
Board to include “Flat” use in the draft Cutline Zoning Pian that
covers 14-30 King Wah Road of North Point, which was acquired
by the Group in the previous financial year. Meanwhile, the
Group remained active in replenishing its land bank in Hong

Kong through various means, including private purchases and
farmland conversions. During the year, the Group won the tender
for a 92.31% stake of two prime sites in Wanchai comprising
a2 total gross floor area of approximately 181,602 square feet.
It is tentatively planned that these sites will be developed into
a residential tower and a hotel respectively. Following the
settlement of the land-use corwersion premium, the land Iot in Ng
Uk Tsuen formed part of the project at Fanling Sheung Shui Town
Lot 231, Sheung Shui, increased the total gross floor area for this
residential develocpment to approximately 229,000 sguare feet,
Land-use conversion in respect of Fanling Sheung Shui Town Lot
76, Fanling was also completed during the year, with the site to
be developed into 54 residential units comprising approximately
34,000 square feet in total gross floar area. Totally, approximately
290,000 square feet of developable gross floor area was added to
the Group's land bank from the abovementioned three projects:

Site wrea Gross flonr area Group’s interest
Lacation (so.f1) {se1.f) Land-use purposc (7}
1. Kam Kwok Building, Gloucester Road, 15,847 181,602 Residential/Hotel 92.31
and National Building, jaffe Road
2 Ng Uk Tsuen, Sheung Shui 14,700 73,355 Residential 100
3. Fanling Sheung Shui Town Lot 76, 42,884 34,000 Residential 100
Fanling
288,957
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Land Bank

Maoreover, the Group has over the years made significant
acquisition of agricultural lang with high development potential
and proceeded to apply to the Government for land-use
conversion of these land lots at a reasonable premium. During
the year, the Group acquired a number of agricultural dand lots
with a total land area of over 1.8 million square feet, increasing
its holding of agricultural land lots to approximately 31.7 million
sguare feet at the year end. This is the largest agriculwural land
holding of all property develapers in Hong Kong. The distribution
of the Group’s holding of agricultural land at 30 June 2007 was as
follows:

Agricultural

land area
(million se.dt.}

Yuen Long District 222
North District 36
Tai Po District 34
Tuen Mun District and others 25
Total: 31.7
Of this holding, land lots comprising a total area of approximately Usage of Land Bank
10 million square feet are already in various stages of land-use
conversion, A further 8 million square feet of the Group's holding
of agricuitural land, located near the strategic development areas
proposed by the Government, is expected to be in the pipeline for
land-use cornwersion in the future. It is anticipated that over the .
next few years land-use conversion of agricultural land lots will, ; ;
on average, provide the Group with development sites of around 3 . .
million square feet in gross floor area each year. : E
1
[ Residential/Hote! Serviced Suites
0O office 03 Industrial/Office & industrial
0 commercial [ Hote!
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Property Development

2007 Highlights

B 862.856 square feet of residential.
commaercial and hotel pr i
completad

B Grand Walerfront™ was widely
applauded for the exceptional
quality of its construction
and materials. reinforcing the
reputation of the Group as a

premier developer

s the financial year, the Group completed four
Durlng development projects, namely, Royal Green
- Phase 2, Grand Waterfront, Phase 1 for the project in Tong Yan
$an Tsuen and Newton Place Hotel at Kwun Teng. These projects
totally compiise 862,856 square feet of attributable gross floar
area, of which approximately 590,000 square feet were residential
areas for sale. By the end of the year, 203 units or 72% of the total
units at Royal Green - Phase 2 were sold. New cwners of Grand
waterfront units praised the development for the exceptional
quality inherent in its construction and in the materials used,
with a satisfaction rate of almost 100%. Newton Place Hotel at
Kwun Tong, a stylish hotel with 598 guest rooms, has commenced
business since July 2007, while the project in Tong Yan San Tsuen,
a low-density development, will be launched for sale shortly.
Particulars of these newly completed projects are set out in
greater detail on page 10 of the Chairman’s Statement.

Property Sales

Substantial growth in GDR rising wages, improved employment
prospect and favourzble bank mortgage terms have all resulted
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CentrePlace, Mid-Levels, Hong Kong

in a buoyant property market. During the year, two large-scale
development projects, namely, Grand Waterfront in To Kwa Wan
and The Sherwood in Tuen Mun were launched for sale. Up to the
year end, 1,143 residential units and 1,073 residential units, or
64% and 68% respectively of the total units, were sold for these
two development projects. Other projects which were launched
for sale during the year, including Scenic Horizon in Shau Kei
Wwan, CentrePlace in the Mid-Levels and The verdancy in Yuen
Long, also received encouraging response. Together with the re-
launch of other popular projects such as Grand Promenade, Royal
Green and Metro Harbour View, during the year the Group sold an
attributable HK$7,894 .8 million worth of properties in Hong Kong,
a remarkable growth of 130% when compared with HK$3,434.6
million for the year befare.

At the year end, the Group had a total of 3,341 residential units
available for sale, comprising a total gross area of over 3.7 million
square feet, of which 3.0 million square feet was attributable to
the Group. Particulars of the major development projects offered
for sale and pending sale or pre-sale are shown on pages 110 13
of the Chairman’s Statement.
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Property Development

The Beverly Hills, Ten Po, Hong Kong

Status of Major Residential Developments

The Beverly Hills, 23 Sam Mun Tsai Road, Tai Po

{90.10% owned])
Site area

Gross floor area
Residential units

982,376 square feet

1,165,240 square feet

535 (25% of this project is held for
rental purpose)

Expected completion October 2008 (Phase 3)

with magnificent views of the azure sea and lush hills in this, the
most exclusive stretch of the Tolo Harbour coastline, the first two
phases of The Beverly Hills were already completed and Phase
3 comprises 163 luxury villas with floor areas ranging in size
from 3,500 to 11,000 square feet. Benefitting from a five-level
grand clubhouse and over 1.8 million square feet of greenery
and recreation area, The Beverly Hills is the only residential
development in Hong Kong with a go-kart circuit, theme park
concept children’s playground, infinity pool, and other superb
facilities.

Fanling Sheung Shui Town Lot 231, Sheung Shui
(100% owned)

Site area 45,779 square feet
Gross floor area 228,821 square feet
Residential units o 362

Expected completion end of 2009

Situated adjacent to the Group’s Royal Green project and
surrounded by ush greenery in a tranquil environment, this site
will be developed into & 38-storey residential tower, consisting of
362 units. The foundations have been laid and construction of the
superstructure commenced in mig-August 2007.

33 Lai Chi Kok Road, Mong Kok (100% owned)

Site area 9,600 square feet
Gross floor area 84,156 square feet
Residential units o 108

Expected completion Mid 2008

This site will be developed into a 31-storey residential tower with
a commercial podium, complemented by a residents’ clubhouse.
Deluxe duplex units will be situated on the top floor of the
tower, leading to 2 private roof The development will provide
a total gross floor area of approximately 84,000 square feet.
Superstructure works are now in progress,

Lot No. 1740 in DD 122, Tong Yan San Tsuen,
Yuen Long (100% owned }

Site area 78,781 square feet
Gross floor area 78,781 square feet
Residential units C 60

Expected completion January 2008 {Phase 2)

The site will be developed over two phases into 11 low-density
residential blocks and two luxurious detached houses with a
total gross floor area of approximately 78,781 square feet. In
total, there will be 60 units including low-rise apartments, duplex
units and deluxe private villas together with car parks and
clubhouse facilities. The first phase, with a total gross floor area of
61,138 square feet and comprising 9 residential blocks and one
detached house, was completed in June 2007, The second phase,
with a total gross floor area of 17,643 square feet, comprising
2 residential blocks and one detached house, is expected to be
compieted by January 2008.
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Property Development

The Sparkle, 500 Tung Chau Street,
Cheung Sha Wan (100% owned)

Site area © 35,629 square feet
Gross floor area 320,659 square feet
Residential units © 400

Expected completion Third quarter of 2008

The Sparkle, a 38-storey twin tower above a é-storey shopping
and car-parking podium, offers sweeping harbour views. Only
minutes from MTR and KCR stations, The Sparkle is exceptionally
well situated for convenient transport to all districts of Hong
Kong and to the airport at Chep Lap Kok. Its clubhouse enables
residents to enjoy comprehensive leisure and entertainment
activities at all times and is equipped with a gymnasium, an
aerobic room, a swimming pool and landscaped gardens,
together with sports facilities such as a driving range as well as
access to a sports ground nearby.

Fanling Sheung Shui Town Lot 76. Fanling
{100% owned)

Site area T 42,884 square feet
Gross floor area 34,000 square feet
Residential units B4

Expected completion Early 2009

With the completion of land-use conversion during the vear,
this site will be developed into 54 apartments, together with a
clubhouse and car parking spaces.

The Sparkle

acquisition to receipt of pre-sale consent.

11-12 Headland Road, Island South {44.42% owned)’
Site area ;43,492 square feet

Gross floor area 32,619 square feet
Residential units S |
Expected completion August 2008

This site will be deveioped into four three-storey luxurious
mansions with a total gross floor area of approximately 32,600
square feet. The living space of each mansion will extend from
the basement to the second floor and will be complemented by
a private roof, garden, swimming pool and car parking spaces.
Superstructure works are now in progress.

Status of Major Office
and Industrial Property Developments

Kowloon East, covering the areas from Kwun Tong to San Po Kong,
is steadily being transformed from a traditional industrial district
into a new commercial hub. As the Government's initiative o
redevelop the site of the former airport at Ka! Tak gathers pace,
the area’s transformation is expected to accelerate. According
o the Government's development plan, 8 new cruise terminat
together with tourism-related facilities will be built at the southern
end of the former runway. Also, as part of the latest transport
development plan, a fully integrated KCR/MTR interchange
station and a depot for the Shatin to Central Link will be located
at Diamond Hill, which is in close proximity 10 San Po Kong.
This transformation is expected to create enormous demand

D el ]
 Passion and Commitment

The professionalism of the Group’s project management capability was underlined in

i
\
!
the speed to market of The Sparkle development in Cheung Sha Wan. Close cooperation ]
between many different divisions resulted in a turnaround of only 15 months from site ;
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Property Development

for quality hotels and offices in Kowloon East. With the recent
opening of Newton Place Hotel as well as the gradual completion
of the properties listed below, the Group is well placed to benefit
from these impending developments.

Kwun Tong 223, Wai Yip Street, Kwun Tong

{88.5% owned)
Site area

Gross floor area
Expected completion

91,042 square feet
1,092,502 square feet
End of 2007

In the new commercial hub of Kowloon East, two Grage-A office
towers will be built with a total gross floor area of over 1.0 million
square feet, fully equipped with advanced intelligent automation
systems, a retail podium and ample parking spaces. The premises
will also festure a 130,000 square feet club and conference
facilities complemented with catering services.

78 Hung To Road, Kwun Tong (100% owned)

Site area 10,000 square feet
Gross floor area 119,992 square feet
Expected completion January 2008

This development will provide approximately 120,000 square feet
of premium ingustrial/workshop space. It will be interconnected
with the Group’s Kwun Tong 223 commercial development by a
footbridge. Superstructure works have been completed and other
installations are in progress.

52 Hung To Road, Kwun Tong (100% owned)

Site area 11,375 square feet
Grass floor area 125,037 square feet
Expected completion Mid 2008

This development will comprise approximately 125,000 square
feet of industrial space. Superstructure works are in progress and
completion is expected by mid-2008.

Midas Ploza, 1 Tai Yau Street, San Po Kong
{70% owned)

Site area 15,393 square feet
Gross floor area 189,383 square feet
Expected completion End of 2007

Adjacent to the planned integrated KCR/MTR interchange station
at Diamond Hill, this 22-storey high-class light industrial building
will have a total gross floor area of about 190,000 square feet and
is situated to provide excellent transport links. Superstructure
works have been completed and internal and external finishing
WOrks are in progress,

Kty Tong 223, Kwan Tong, Hong Kong

9-11 Sheung Hei Street, San Po Kong (100% owned)

Site area 10,450 square feet
Gross floor area 125,399 square feet
Expected compietion Second guarter of 2008

Overlooking the Choi Hung Road playground, this project will
comprise approximately 125,000 square feet of premium office
space with easy access to Central and mainland China via the
planned Shatin to Central Link. its modemn design will set a new
benchmark for premium offices in the district upon its completion
in the second quarter of 2008.

712 Prince Edward Road East, San Po Kong
(100% owned)

Site area 18,051 square feet
Gross floor area 216,590 square feet
Expected completion Fourth quarter of 2008

Located next to the former Kai Tak Airport, this development
commands panocramic views of Victoria Harbour and will provide
approximately 216,000 square feet of quality office space
with state-of-the-art facilities and a sky garden. This project is
progressing well and will be completed by the end of 2008.
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Major Development Projects

22 Central Heights

23  Royal Green

24 CentreStage

25  Scenic Horizon

26  CentrePlace

27  Grand Waterfront

28  The Sherwood

29  The Beverly Hills- Phases 1 & 2

Major Projects Under Development

The Beverly Hills — Phase 3
Fanling Sheung Shui Town Lot 231
33 Lai Chi Kok Road

Lot No. 1740 in DD 122, Tong Yan San Tsuen
The Sparkle

Fanling Sheung Shui Town Lot 76
11-12 Headland Road

Kwun Tong 223

78 Hung To Road

52 Hung To Road

Midas Plaza

9-11 Sheung Hei Street

712 Prince Edward Road East
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Major completed development projects offered for sale

14 CasaMarinal &l

15 King's Park Hill

16  Royal Terrace

17  Park Central- Phases 1 & 2
18  Metro Harbour View

19 Paradise Square

20 Grand Promenade

21 Splendid Place Hong Kong [nlernationﬂl Airporl
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Major Development Projects

Tai Po

New Territories

Shatin
Tsuen Wan

Kowloon

Quarry Bay

Hong Kong Island

Chai Wan

Existing Line Existing Line
—CreremCe WTR —————— ROute 3
—a—a— Ajrport Express —e 0K Ma Chau $pur Line
—es——s—— Tung Chung Cable Car
e KCR East Rail Under Construction
e KCRWESt Rl 0 emacacacea Kowloon Southern Link
—o—c— KCR Ma On Shan Rail

Light Rail Under Planning

Cross Harbour Tunnels Shatin to Central Link
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Kwun Tong 223
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Kwun Tong 223 sets a precedent for the regeneration of the older industrial districts
=3 of Hong Kong, It is a development that will hasten urban renewal, revitalising the area
| ] by enhancing and strengthening the socio-econmic fabne of the locat community,
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Property Investment

2007 Highlights

W HKS3.148.2 million of vross
rental income. including

contributions from jointly
controlled entitics

B 8.6 million square feet of
completed investment properties
and 1.0 million square fest of
completed hotels

B Quality portfolio with core
properties attaining 94%

oceupancy at the vear end

h Group's substantial and diverse property investment
T e portfolio has provided it with a consistent source of
recurring ¢ash inflow. Apart from shopping malls and offices, the
Group also owns a number of residential and industrial premises,
making its investment portfolio more balanced and diversified.

with a diverse mix of locations within Hong Kong covering both
urban and suburban areas, the Group has a well diversified
exposure to the market. At the year end, in terms of its total
investment property portfolio of 8.6 million square feet, 49%
of its rental assets were in urban areas with the remainder in
suburban properties. Within its suburban property portfolio, the
Group maintains a strategy of investing in shopping malls. These
suburban malls are key contributors for the Group given their
stable and resilient rental yields, in the urban areas, the Group's
property porifolio is more varied with a mix of office (55% of
urban investrnent property portfolio) and shopping malls (19%
of urban investment property portfolio). The composition of the

Rental Portfolio

Investment Properties
(gross floor area in million square feet)

Urban Suburban
= - - e - = - T

e e e — - T

A ey
400 Tt 0l
) . 03
0.8 02
3.00 . .
}
200 1 2.3 1|
| ; 15
| |
1.00 { .
|
| :
) 08 ‘
SO Ve L P

0O shopping Malls L) industrial/Office & industrial
O office

{0 Residential/Hotel
serviced suites

Group's diverse property investment portfolio at the year end is
shown in the accompanying chart,

The Group's gross rental income for the year, including its share
from jointly controlled entities, was up by 15.3% to HK$3,148.2
million. Net rental income increasec from last year's HK$1,707.5
miflion to HK$2,093.3 million. At the year end, the Group's core
rental properties maintained a high occupancy rate of 94%. Rental
income growth was primarily driven by higher rents for new
leases and renewals for all types of properties, while contribution
from the IFC complex also increased considerably. During the
year, 25.6% of the total tenancies in the Group's investment
properties, representing gross floor area of about 1.59 millich
square feet, were renewed.

Commercial

The Group owns 4.3 million square feet of prime shopping
space spread over various strategic locations in Hong Kong. The
continuing growth in the local economy was manifested in rising
employment income and an improving labour market together
with increased tourist arrivals, which all helped to boost the city's
retail sales during the financial year.

IFC Mal!, a major retall and leisure destination in Central with
a well planned mix of leading global brands and upmarket
restaurants, was fully let. The Group's other large-scale shopping
malls, which are mostly iocated in high population growth new
towns, also performed well. By the end of the financial year,
Metro City Plaza Phases (1 & Il in Tseung Kwan O, Sunshine City
Plaza in Ma On Shan, City Landmark Il in Tsuen Wan, Citimall in
Yuen Long as well as Shatin Plaza each recorded occupancy rate
of 95% or more.

Renovation works and facility upgrades, which heip increase the
rental yields by encouraging higher shopper traffic, were regularly
undertaken in the Group's investment properties. During the
year, Shatin Plaza and Shatin Centre underwent renovations and
upgrades on different scales so as to offer customers a fresh
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Property Investment
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Metro City Plaza I, Tseung Kwan O, Hong Kong

shopping experience. Renovations to Metro City Plaza Phase ' are
also under way to increase the retail area by about 20,000 square
feet, by converting Tuen Mun Theatre to retail use. Both projects
are scheduled far completion successively in 2008. In the coming
financial year, major upgrade projects wilf commence at Sunshine
City Plaza, Kowloon Building and South Wing of Trend Plaza.
Renovaticn waorks for City Landmark | and Citimall are also in the
pipeline,

Offices

The Group holds approximately 2.5 million square feet of rental
office space. Demand for quality space from the booming financlal
sector, among others, remained strong, with many international
corporations keen to expand their gperations in this region. This
trend boosted the pericrmance of the Group's office portiolio,
which includes properties such as IFC, located in the core of Hong
Kong Central District, where the supply of new office space is
becoming increasingly limited. AIA Tower in North Point, another
of the Group's quality office towers alsc experienced strong
demand, attaining 95% occupancy at the year end. As a result,
office rental income grew considerably during the financial year
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with an increase of 100% in rental levels being common in many
lease renewals, particularly for those tenancies which were
previously concluded around the time of the SARS epidemic in
Hong Kong. To meet the growing market demand, pre-leasing for
Kwun Tong 223, a distinctive landmark in Kowloon East with over
1 million square feet of Grade-A office space, has been launched
arousing keen interest from many multinaticnal companies. The
development is scheduled for practical completion by the end of
2007.

Residential/Hotel Serviced Suites

The Group holds about 700,000 sguare feet of residential
properties/hotel servicad suites for lease. During the year, strong
demand by expatriates working at multinational companies,
particularly those in the legal, banking and finance sectors,
continued to lend salid support to the luxury residential leasing
market. Four Seasons Place, the most luxurious serviced suites
in Hong Kong, remained the most sought after of their kind with
nearly full occupancy by the year end. Occupancy rates for Eva
Court, a luxury apartment complex located in Mid-Levels, were
also high, at 92% by the year end.
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Property Investment

Other Properties

The Group holds a number of rentable car parking spaces,
generating steady rental income. The Group also cwns
approximately 1.1 million square feet of industrial premises. Some
of the industria! buildings are being evaluated for conversicn into
other uses such as offices and hotels.

Major Completed Investment Properties

Atiributable gross floor area (square foet)

Residentialf
Lease Group’s Holel Sorvicerd Industrialf Attributable
Name Location exply interest (%) Suite Commercial Office Office Total  no. of carpark

Hong Kong Island

Eva Court 36 MacDonnell Road, Mid-Levefs 2895 100.00 108,21 — - - 108,214 49

Goiden Centre 170-188 Des Voeux Road Central 2050 100.00 - 21,842 134,450 — 156,292 -

ING Tower 308-320 Des Voeux Road Centra 2865 1000 - 987 182373 - 436D -
98-116Wing Lok Styest

Joseph Yen 24 Lge Chung Street, Chai Wan 2038 10000 - — — 114,300 114,300 0

Incustrial Building {Note 1}

AlA Tower 183 Electric Road, North Point 2047 94.56 - 2123 463412 - 484,535 242

One International 1 Harbour View Street, Central 2047 B - 50,291 300,848 - 3,139 13%

Finance Centre

Twe Intarmational 8 Finance Street, Contral w7 835 - 195,159 82281 — 828030 %S5

Finance Centre

(excluding levels 55,

5 and 77 to 88)

Four Seasons Place 8 Finance Street, Central 47 8L 203275 - — - 203275 -

Nine Queen'sfoed 9 Queen's Road Central (Note 2} 100.00 - - 54,974 — 52974 -

Central @/F, 18/F, 20/F

8327

CentreStage 108 Hollywood Road 2072 100.00 — 16,084 - - 16,084 64

CentreStage, Central, Hong Kong
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Property Investment

Atributable gross floor area (square feel)

Residentialf
Lease Group’s Hotel Serviced Industrialf Atributable

Location expire interest (%) Suitp Commergial Uffice Olfice Total  no. of carpark
Kowloon
Hoywood Plaza 610 Nathan Road, Mong Kok 047 Keke] - ket 64422 - 97933 -
Kowloon Building 555 Nathan Road, Mong Kok 2060 100.00 - 28,65 84,626 - 13,282 -
Winning Centre 20 Tai Yau Street, San Po Kong 047 100,00 - - - 150,212 150,212 -
Well Tech Centre {1/f ¢ Pat Tat Streat, San Po Kong 047 100.00 - - - 158,993 158993 40
10 15/F & 18/F t0 29/F)
Big Star Centre 2Wang Kwong Road, Ktwloon Bay a7 10000 - - - 175447 175447 Pl
579 Nathan Road 579 Nathan Road, Mong Kok 237 10000 - 7805 12810 - 26,615 -
Paradise Square 3 Kwong Wa Street, Mong Kok A4 10000 - 25,979 - - 259719 n
Dragon Cengre 79 Wing Hong Street, Cheung Sha Wan X 100.00 - - - 17,17 172,117 7%
New Territories
Fanliag Centre 33 San Wan Road, Fanling X7 10000 - 151,913 - - 151,313 02
Flora Plaza 88 Pak W Road, Fenling 97 .00 - 94,657 - - 94,557 130
Block C, Harg Wai Pui To Road/Xin On Street/Kin Wing Streat/ 47 10000 — - - 292,264 292,264 164
industrial Cenire Kin Tai Street, Tuen Mun
The Trend Plaza Tuen Mun Haung Sze Wi Road, Tuen Mun 2047 100.00 - 195,280 - — 195,280 i
Marina Cove Lot No. 526 in DD. No. 210, Sai Kung 047 4000 - 9,54 - - 9506 151

{Note 3)

City Landmark | 68 Chung Cn Street, Tsuen wan 2047 7494 - 138,555 156,981 - 295,536 100
City Landmark I 145-165 Castle Peak Road, TsLen Wan 2047 100.00 - 155,022 - - 155,022 127
Skline Plaza 88 Tai Ho Road, Tsuen Wan 047 100.00 - 134,259 - - 154,259 04
Shatin Centre 2-16Wang Pok Street, ShaTin 2047 100.00 - 100,029 - - 100,029 545
Shatin Plaza 21-27 Shatin Centre Stregt, ShaTin 2047 71.55 - 14,730 - - 114,730 103
BlocksA &8, 18 On Shing Street, Ma On Shan 47 100.00 - 9305 - - 9,305 -
Sunshine City
Blocks C &, 220 Shing Straet, Ma On Shan 047 5000 - 518 - - 5118 -
Sunshine City
Blocks N,P Q &R, 8 On Shing Straet, Ma On Shan 047 100.00 - 98,881 - — 58881 1%
Sunshine City
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Property Investment

Attributable yross flovr area fsquare fect)
Resid
Leage Croup's Hotel Sereiced Industsialf Atiributahle
Location expiry  inturest (%} Commercial Office Dffice Total  mo. of carpark
Sunshine City Plaza 18 0n Luk Street, Ma On Shan 2047 100.00 — 532637 - - 532637 831
Sunshine Bazaar 628 58 Sha Road, Ma On Shan 2047 10000 - 79,642 - - 79,642 34
Citimall 1Kau Yuk Road, Yuen Long 047 100.00 - 140,341 - - 140,31 5
La Cité Noble 1 Ngan O Road, Tseung Kwan O 2047 100.00 - 35,186 - - 35,186 -
Shopping Arcads
Dawning Views Plaza 23 Yat Ming Road, Faniing 247 100,00 — 87,266 — — 87,766 -
MetroCity Phase 2 8 Yan King Road, Tseung Kwen O 2047 10000 - 956,849 — — 956,849 669
Shopping Arcade
The Metropofs, & Mau Yin Road, Tseung Kwan O a7 100.00 - 266,954 - - 266,954 3
Metro City Phiase 3
Shopging Arcade
Citygate 20 T3t Tung Road, Tung Chung, 2047 2000 - 925% 32280 - 124816 23
Lantau isiemd
Tha Baverly HIls, 23 Sam Mun Tsai Road, 7ai Po 2047 %0.10 164,682 — - - 164,582 13
Phases 1 &2
The Sherwood 8 Fuk Hang Tsuen Road, Tuer Mun 2052 100.00 - 30,13 - - 30139 08
Totak 76171 3841402 2126047 1063333 7,506,953 5,766

Note 1 The lease is renewabie for 75 years.
Note 2: Of the four lots, three lots expire in 2854 and the remaining lot expires in 2856.

Note 3: In addition, there are 1271 pontoons and 30 hardstand spaces attriblitable to the Group.
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Major Completed Investment Properties

| Major Completed Investment Properties
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Major Completed Investment Properties

Yuen Leng

New Territories

B W

£4) Tsuen Wan
H e

Sai Kung

5

Quarry Bay

Hong Kong Island

Existing Line Existing Line
—_—C—n— MIR —— ROULE 3
i AirROIT EXDress — 0K Ma Chau Spur Line
i 118 Chung Cable Car
e KR East Rail Under Construction
—Crm—Ce— KCR WSt Rail 0 ememmmasa- Kowloon Southern Link
——c— KCR Ma On Shan Rail

Light Rail Under Planning

Cross Harbour unnals. Shatin to Central Link
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Review of Operations — Business in Hong Kong

Property Related Businesses

Newtor Place Hotel, Kwurt Tong, Hong Kong

Hotels

Hong Kong's status as an international financial and commercial
centre continued to draw more business travellers, whilst new
attractions also helped to bring about a further expansion of
inbound tourism. The Group’s three Newton hotels, with most of
their guest rooms renovated during the period from September
2006 to March 2007, were well positioned to reap the benefits of
Hong Kong's thriving tourism industry. They maintained steady
room revenue against a higher average room rate with a stable
occupancy of over 80%.

Newton Place Hotel at Kwun Tong, with some of its 598 guest
rooms offering stunning views of Victoria Harbour, commenced its
business in July 2007. with the addition of this newly completed
hotel, the Group has four Newton hotels cperating in Hong Kong,
with a total of 1,445 guest rooms.

Equipped with the finest restaurants, a defuxe spa and top-
class room facilities, Four Seasons Hotel in the IFC complex
has developed a loyal clientele comprising the most discerning
overseas visitors and local patrons. Its performance for the
financial year has exceeded expectations.

Construction

The Group's reputation for exceptional product guality is to
a large extent aitributable to the efforts of its Construction

44 Annual Report 2007
Henderson Land Development Company Limited

A senfpr Henderson Land executive sharing best pre
praclitionars at a HKCA conference.

Grand Waterfront, To Kwa Wan, Hong Kong

Division working in conjunction with the Project Management
Departments. Their close attention to detail and strong sense
of responsibility have enabled the Group to deliver the finest
properties that our customers have come to expect.

With new technologies (such as infrared surveying to check
external walls) being constantly introguced to ensure the highest
standards, the Group is striving to boost the quality of its new
developmenis. Grand Waterfront, 2 newly completed luxury
residential project, was widely acclaimed for its excellent building

quality.

Site safety tops the Group’s priority and for the year 2006,
the accident rate for the Group's construction activities
was well below the industry average. In addition, the Group
adepted Environmental Management System based on the
international standard I1SQ 14001:2004 and the certification
was affirmed by Hong Kong Quality Assurance Agency. With
the impact on the neighbourhcods and on the envirenment
being effectively minimised, the Group has been invited by
Environmental Protection Department to share the experience
with peers through the Department’s websites. Also, it received
numerous accolades including “Outstanding Waste Management
Performance Grand Award” and “Considerate Contractors Site
Award”, All these were encouraging reccgnitions of the Group’s
commitment to green initiatives.
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Property Related Businesses

g Tao Excellont Services Brand Award 2006

Property Management

The Group's member property management companies, Hang
Yick Properties Management Limited and well Born Real Estate
Management Limited, currently manage some 190 property
developmenis across the territory, comprising a total of over
76,000 residential, commercial and industrial units and shops, and
more than 17,000 car parking spaces.

These two companies are on the frontline fulfiling the Group's
pledge of providing the finest services to customers. Owner's
satisfaction rate as to after-sales services and handover
arrangement of the new developments completed this year, such
as Grand Waterfront, was almost 100%. In order to keep providing
innovative services to customers which are beyond their
expectation, they also launched “The Year of Safety” in March
2007 s0 as to raise iheir awareness of occupational safety.

Employees Retraining Board Employers Gold Star Award -
Platnum Award

Hang Yick and Well Born also offer care to the public at large.
In addition to the performance-related accolades such as "Sing
Teo Excellent Services Brand Award 2006 and “the Customer
Relationship Excellence Awards”, they also won a multitude of
awards in recognition of their contribution to the well-being of
the society. These inctude: being named as a “Caring Company”
for the fifth consecutive year, the "Highest Voluntary Service
Hours Award” and the "Qutstanding Partnership Award in the
Employment of People with Disabilities 2006, with the latter two
presented by the Social welfare Department. All these services
helped create a better environment for our customers to live
in. More details are set out in the section of Corporate Social
Responsibilities.

REOMLAND GODUP nmsanm PROWLEL LN ]
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The Year of Safety kick-off ceremony

E.';', MERTRALD han | LL A @

Support the Employment of People with Disabitities
Award 2006 — Quistanding Partnership Award
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Marketing

h Group employed innovative marketing techniques
T e during the year to further strengthen its brand and
corporate image, with a particular emphasis on supperting sales
of its completed properties. As in previous years, highly original
creative initiatives were implemented to develop a competitive
edge in Group sales and promotion activities, which took the
market and customers by surprise and attracted significant
attention from the media.

The Group’s commitment to putting people first was
demonstrated by its ongoing proactive efforts to deliver guality
products and services in response to identified customer
needs and preferences. As part of this objective, the Group
commissioned The Hong Kong Polytechnic University to
undertake a month long survey of 2,000 potential homebuyers
examining their preferences in respect of clubhouse facilities and
home technotogy. The results of the survey provided valuable
insights which will assist the Group to incorporate the most
desirable features in its future property projects.

The Sherwood
(8 Fuk Hang Tsuen Road, Tuen Mun)

To overcome the challenge of arranging an appropriate and
sizeable venue for the first public launch of The Sherwood in Lam
Tei, the Group transformed Tuen Mun Cinema into a glittering
promotional sales venue. Potential purchasers were invited to
relax in one of the differently themed theatres and enjoy popular
TV shows, beverages and light refreshrmenis while waiting for their
turn to select an apartment. Some 450 units were sold in a single
day with an average price at HK$2,500 per square foot. The news
media compared the event to the full house of a movie premiere.

r&f.kla HIRAIENS
n

« B

=

The Tuen Mun cinema provided an innovative and unusual venue for the
safes launch of The Sherwood.
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As part of its sustainable approach to all projects, the Group
undertook a programme to accentuate and preserve the high
quality natural environment surrounding The Sherwood in Lam
Tei. Substantial work was completed to conserve monuments
and improve the lush greenery at the 80,000-square-foot Fuk
Hang Tsuen Road Garden adjacent to the site of The Sherwood.
The garden was handed over to the Leisure and Cultural Services
Department upon completion for the enjoyment by the entire
community for many years to come.

Grand Waterfront
(38 San Ma Tau Street, To Kwa Wan)

In order to give prospective purchasers of Grand Waterfront
apartments a realistic and pleasing experience, a sales office
was established in Cne IFC. Providing views of Victoria Harbour
on a par with those enjoyed ai Grand Waterfront, this venue was
alse chosen because of its convenient location for prospective
purchasers. As the first substantial property sale following
the issuance by the Real Estate Developers Association of
suppltementary guidelines on sales of uncompleted residential
properties, comprehensive sales materials were made available
in the venue together with instant price list updates via large TV
screens. This information-rich, highly transparent sales process
contributed to the smeoth running of the event. The purchase of
units by international acticn movie star, Jackie Chan, provided an
additional boost to the launch.

The Group's ‘e-Home Experience’ — providing residenis with
ultimate comfort and convenience via cutting-edge technology
- is a major feature of Grand Waterfront apartments. To
demonstrate the concept to prospective purchasers, an 'e-Living
Corner’ was established at Towngas Avenue in Causeway Bay.
Prospective purchasers were able to see demonstrations of the
features that are incorporated as standard in Grand waterfront

The information-rich, ighly transparent sales process for Grand
Waterfront ensured confidence among purchasers who included action
movie star Jackie Chan.
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Marketing

Natalie Glebova, Miss Umverse 2005, added classic beauty and elegance to Group events in Hong Kong as the ambassador for The Beverly Hills.

units. These include ploneering digital infotainment systems,
kitchen Tvs, waterproof and steam-proof bathroom Tvs,
interactive household appliance remote control systems and
fingerprint door locks.

The Beverly Hills
(23 Sam Mun Tsai Road, Tai Po)

Building on the publicity from its substantial media campaigns
in previous years, the Group shifted its promotional strategy
to a more targeted, goal-oriented approach for sales of new
projects. During the year under review, The Beverly Hills was the
Group's most prominent villa-style property launch. To estabiish
a premium luxury positioning for the property, subtle promotional
activities in the form of highly exclusive invitation-only private
parties commenced long hefore the sales launch. "Moonlight,
Magic and Mystique: A Mid-Autumn Fair at The Beverly Hills”
was a memorahble occasion when approximately 1,000 guests
attended an open-air reception to appreciate the grandeur of the
property and its characteristic lighting set against the moonlit
skies. A "Glittering Sparkling Christmas” event followed, which
further elevated the positioning of The Beverly Hills and generated
significant public interest. Miss Universe 2005, Natalie Glebova,
was chosen as the ambassador for the property and starred in its
TV commercial. Directed by world-renowned Chinese filmmaker
Stanley Tong, the commercial featured a fairytale set against
the picturesque architecture and noble ambience of Chantilly

in Paris. The Group has estahiished a precedent for this type of
aspirational property marketing. Publicity of The Beverly Hiils
reached its peak at the subsequent private party “Fairy Tale
Comes True — The Beverly Hills Royal Ball” which was attended by
Miss Glebova.

The Group invited the acclaimed Japanese theme park designer,
Kazuyuki Nakata, to design a children's theme park for The
Beverly Hills. “The Forest” is themed as an adventure tale
incorporating origingl cartoon characters created by Mr. Nakata
that are entirely unigue. The avant-garde style of the park helps to
showcase the quality of the facitities at The Beverly Hills.

Another Henderson tand first” in property marketing. Original cartoon
characters were created as part ¢f “The Forest”, a children’s theme park
in The Beverly Hills.
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The Group’s “Royal Salute to the New Year” was e
International Chinese New Year Night Parade 2607

The Group coliaborated with TVG and CCTV on the mega series “The Drive
of Life " attracting unprecedented publicity for The Beverly Hills project
among viewers in Hong Kong and mainiand Ching.

The Group sponsared the Hong Kong Tourism Board's
International Chinese New Year Night Parade for the first time
in 2007. A dazzling float on behalf of The Beverly Hills was
consiructed, entitled “Henderscn Land's Royal Salute to the New
Year” The float resembled an imperial crown with blessings of
fortune. Themed as a rayal court, with shimmering ornaments
and thousands of sparkling crystal lights, the float recreated the
French and italian palatial architecture of The Beverly Hills. A fairy
tale ending was suggested by a prince and a princess on the
float who were accompanied by a number of couples waltzing in
classic costumes.

The Group also collaborated with TVB and CCTV on the
&0-episode series “The Drive of Life”, specially filmed to celebrate
the 10th Anniversary of the establishment of the HKSAR. The
Group’s cooperation on the series extended beyond title
sponsorship to include shooting on location at The Beverly Hills.
The grand architecture of The Beverly Hills made it the first
location choice for such a major TV series, with many scenes
taking place in the houses, at the clubhouse and in various
featured spots around the premises. The TV series achieved an

48  Annual Report 2007
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A Korean Fiesta was orgamsed for residents and

prospective huyers of Grand Promenade units, many of
whoim are japancse and Kerean expatnates.

impressive audience rating in both Hong Kong and mainland
China, with the latter being an increasingly important target
market for The Beverly Hills.

Grand Promenade
(38 Tai Hong Street, Sai Wan Ho)

Approximately 10% of the residents of Grand Promenade are
Japanese and Korean expatriates who enjoy its location on the
Eastern side of Hong Kong Island. To further promote the property
to other prospective expatriate purchasers from these countries,
the Group staged a number of targeted events including a
'Sensational lapanese Feast” and “Korean Fiesta”. The latter was
organized to showcase traditicnal Korean cultural activities such
as Samulnori, Karean dance and taekwondo. The performance
was attended by the popular South Korean actress, Park Eun
Hye, as well as representatives of the Consulate General of the
Republic of Korea, the Korean National Tourism Crganization
and the Korean Chamber of Commerce. The event generated a
significant increase in enquiries and sales transactions from these
expatriate market segments,

CentreStage
(108 Hollywood Road, Central)

The Group strives to ensure that ail of its property projects
enhance their context and that appreciation is made for heritage
sites, ultimately providing an environment that benefits everyone.
To improve the environment arcund CentreStage while preserving
the heritage of Hollywood Road, one of the oldest streets in Hong
Kong, a streetscape enhancement proposal was submitted to the
Government by the Group for the area from Man Mo Temple to
Lyndhurst Terrace. Funded by the Group, the enhancement works,
which included tree planting, widening of pedestrian walkways,
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Marketing

installation of moveable planters and new decorative paving
plates, were completed in December 2006. The new vibrant
street environment has been well received both by residents
of CentreStage and visitors t0 the many declared monuments,
historic sites and shopping attractions in the grea. The Group also
sponsored a week of Open Days at the historic victoria Prison
which is located close to CentreStage. The “Journey to the History
of Victoria Prison” was organized by the Central and Western
District Council and increased public awareness of the history,
and preservation plans for this Hong Kong heritage site.

Industry Recognition

Foliowing the wvery successful marketing campaign for Grand
Promenade, the Group has ceontinued to use extensive market
research to support major marketing initiatives for each of
its projects. The Group's marketing initiatives gained industry
recognition and were rewarded with widespread accolades during
the year, as listed below:

CeniraStage

The Hong Kong Institute of Surveyors

- “Top Ten Property Marketing Projects 2006”
- "“Top Ten Flat Laycuts 2006”

-“Top Ten Property Sales Brochures 2006”

Grand Promenade

TVB Most Popular TV Commercial Awards 2007
- "The Grand Award"

-~ "The Property Commercial Award”

- "The Merit Award”

Hong Kong Communication Art Centre “Cutstanding Greater
China Design Awards 2007"

— Grand Promenade Sales Office

Roval Green

The Hong Kong Institute of Surveyors

- "Top Ten Property Marketing Projects 2006"
- "Top Ten Flat Layouts 2006”"

- “Top Ten Property Sales Brochures 2006"

The Beverlv Hills

ATV's 13th Annual Most Popular TV Commercial Awards
- "The Most Popular TVC Actress 2007" (Miss Universe -
Natalie Glebova)

The Group’s streetscape enhancement project in Hollywood Road, one
of the oldest streets in HONg Kong has been weicomed by local residents
and visitors to the area.

Henderson Club

Anocther year of development of the Henderson Club scheme
resulted in promising growth with total membership exceeding
12,000 by the end of June 2007.

Club members enjoy many privileges ranging from special offers
on lifestyle products and services to special benefits linked to
new property sales. Among the many complimentary membership
activities offered by the Club during the year were free health
talks organized by Union Hospital, exclusive previews of the show
suites for new Group properties, free entry tickets for large-scale
exhibitions, regular make-up and skincare workshops, health
workshops, and exclusive participation in the Grand Opening of
Paua Spa.

Another benefit for Club members was a special entertainment
package in the private boxes of the Hong Kong Jockey Club,
where members can dine and entertain on the balconies with
magnificent views of the racecourse.

To better understand the views and expectations, the Club
conducted a survey among members during the year. Based on
members’ opinions, the Club newsletter underwent a content
change. The new-look newsletter provides more diversified
content to better serve members’ needs, including promotional
offers as well write-ups on activities such as yoga, Spring Poetry
dance classes and indoor rock climbing classes. During the year,
the Club also updated and improved its wehsite, with an English
version te cater to different members needs.

Take-up of the Henderson Club credit card was also promising.
The card provides exclusive privileges and discounts at
designated retail outlets and restaurants in the Group’s shepping
malls. Cardholders also benefit from a cash coupen bonus
point scheme when they use the card to settle their residenttal
management fees, parking space rental and management fees at
Group properties.
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Utihzing landfill gas as production fuel 1s another
important step forwards in Hong Kong and China Gas's
commitment to sustanable development and to a
cleaner and greener Hong Kong.
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Subsidiary & Associated Companies

Acquisition of Interests in Certain Companies
from Henderson Investment Limited

On 27 March 2007 the Company and Henderson Investmant
Limited entered into an agreement providing for the acquisition
by the Company, for cash, of the Hendersen Investment Group's
property portfolio, the 31.36% interest in Hong Kong Ferry
(Holdings) Company Limited, the 44.21% interest in Miramar Hotel
and Investment Company, Limited and certain listed securities.
Upon completion of the transaction, the Henderson Investment
Group mainly held a 38.55% stake of The Hong Kong and China
(Gas Company Limited ("Hong Kong and China Gas™ and certain
infrastructure business. As part of the transaction which was
completed on 13 June 2007, a distribution of HK$5.00 per share
was made by Henderson Investment to its sharehclders.

The Company paid an aggregate amount of consideration in cash
of approximately HK$12,072.6 million t¢ Henderson Investment
for the acquisition. In return, the Company received by way of the
distributicn a sum of approximately HK$10,352 million.

Henderson Investment Limited

(67.94%-owned by the Company)
For the year ended 30 June 2007, the consolidated profit of this

group attricutable to equity shareholders amounted to HK$5,391.1
miltion, representing an increase of HK$1,723.9 million or 47.0%
over that for the previous year. Excluding the revaluation surplus
of investment properties {net of deferred tax), the underlying
profit for the year was HK$4,691.6 million, or an increase of
HK$2,625.5 million or 127.1%.

The businesses in which this group ceased to be interested
following the completion of the abcvementicred transaction
are classified as discontinued operations as from 14 June 2007,
whilst the business activities for the remaining companies are
collectively classified as continuing operations.

Continuing operations
The profit attributable to equity shareholders of this company

for the year from continuing operations amounted to HK$3,626.3
million {2006: KK$1,928.0 million), representing an increase of
HK$1,698.3 million or 88.1% over that for the previous year.
This group’s remaining business activities mainly comprise
infrastructure business in mainland China and a 38.55% interest
in an associate, The Hong Kong and China Gas Company Limited,
whose result will be described separately in the section of
Asscciated Companies.

Profit contribution from the infrastructure business, which
comprises interests in Hangzhou Qianjiang Third Bridge and a
highway in Maanshan City of Anhui Province, increased from
last year's HK$841.8 million to HK$13G.7 million as traffic volume
for the bridge increased following the completion of repair and
maintenance work to it during the year,

Discontinued operations
The profit attributable to equity shareholders of this company

for the year from discontinued operatiens, including the gain on
disposal of HK$925.4 million arising from the abovementioned
transaction, was HK$1,764.8 million, representing an increase
of HK$25.6 million or 1.5% aver that for the previous vyear.
Excluding the changes in fair value of investment properties of
this group and its associates (net of deferred tax), the underlying
profit attributable to equity shareholders of this company from
discontinued cperations amounted to HK$1,378.4 million,
representing an increase of HK$911.5 million or 195.2%.
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Subsidiary & Associated Companies

The Hong Kong and China Gas Company Limited

(38.55% owned by
Henderson Investment Limited)

Towngas China Company Limited

{43.90% owned by
The Hong Kong and China Gas Company Limnited)

SRowk ity GO0, VISBARE WIS GO
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Background and Lines of Business

(I} Hong Kong Core Businesses
Founded in 1862, The Heng Kong and China Gas Company

Limited was the first public utility in Hong Kong and today
remains the sole supplier of piped gas in Hong Kong. Its core
businesses comprise production and distribution of gas,
marketing of gas and gas appliances, and comprehensive
after-sales services. Hong Kong and China Gas serves over
1.6 million local customers spread throughout Hong Kong,
Kowloon peninsuia, some new towns in the New Territories,
as well as North Lantau Island inciuding the Hong Kong
International Airport.

Hong Kong and China Gas continues {0 expand its gas
network to cope with the public demand for clean and
reliable supply of energy. The 24 km Eastern Transmission
Pipeline wili allow the eastern part of the New Territories
to have a ring-feed system when it is completed in 2007.

Similar work for the western New Territories also began in
2006. By the end of 2006, its town gas pipeline network in
Hong Kong stood at around 3,236 km, covering 85% of Hong
Kong's househcelds.

In order to receive natural gas from the Guangdong
tiguefied Natural Gas {(LNG) Terminal, Hong Keng and
China Gas has laid twin 34 km submarine pipelings from
Chengtoujiao in Shenzhen to Tai Po gas production plant in
Hong Kong. Following the commissioning of both pipelines
and natural gas receiving stations in Tai Po, natural gas
and naphtha have been used as a dual feedstock mix for
producing town gas since October 2006. The signing of a
25-year contract in 2003 by Hong Kong and China Gas has
cecured natural gas at a price currently lower than that
of naphtha. Savings on fuel costs have been passed on
to customers, thus enhancing the competitiveness of its
business.

Yuen Long
Tin Shurwai

Chek Lap Kok

Tung Chung
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(1)

The piped city-gas Joint venture in Xian represents the most significant investrment
by Hong Kong and China Gas i Northwest China,

Gas Projects

Gas Projects Gas Projects

Guangdong Province Eastern China Shandong Province
1 Panyu 13 Zhangjiagang 24 Jmo
2 Zhongshan 4 Wuyjiang 25 Laoshan
3 Dongyong 15 Xuzhou 26 Zibo
4 Jianke 16 Danyang 27 Longkou
5  Shenzhen 17 Tongxiang 28 Weifang
6 Shunde 18  Huzhou 29 linan
Central China 19 Maanshan 30 weihai |
7  Wuhan 20  Anqing 31 Taian -
Eastern China 21 Jintan Northern China [19] 13}
8 Suzhou Industrial Park 22 Tonglng 32 lilin 2] a
9 Yixing 23 Yuhang 33 Beiiing Economic-Technological 3] E§
10 Taizhou Davelopment Area H m(
11 Changzhou 3 vingkou
12 Nanjing Northwestern China
35 Xan
Water Projects
8  Suzhou Industrial Park /\
14 Wujiang o
36 wuhu

Mainland China Businesses
During the past decade, Hong Kong and China Gas has been

actively developing piped city-gas businesses in mainland
China. A significant milestone was reached in December
2006 when it agreed to acquire an approximately 43.97%
equity stake in Towngas China Company Limited ("Towngas
China”, formerly known as Panva Gas Holdings Limited), a
well-established mainland China piped city-gas operator, in
exchange for interests in ten Hong Kong and China Gas's
piped city-gas projects in Shandong and Anhui provinces.
Hong Kong and China Gas group has subsequently
appointed four executive directors, inciuding the Chairman,
to the board of directors of Towngas China. With the
injection of Hong Kong and China Gas” management

expertise, financial resources and technical skills, Towngas
China will improve its operational competitiveness. With the
ability to advance more rapidly in mainland markets where
Towngas China’s network is firmly entrenched, such as the
southwest and northwest of China, Hong Keng and China
Gas will also extend its reach within mainland China. On a
combined basis, Hong Kong and China Gas and Towngas
China have a total of 60 piped city-gas projects, spread
across 11 provinces and an area of Beijing.

Having established a solid base, Hong Kong and China
Gas is now expanding its scope of investments to include
upstream natural gas and some other energy related
businesses. Hong Kong and China Gas also operates
water supply projects in Wujiang, Jiangsu province and in
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Hong Kong and China Gas's gas producton plant 1n 7ai Po

Wuhu, Anhui province, and manages an integrated water
supply and wastewater joint venture in Suzhou Industrial
Park, suzhou, Jiangsu province. Diversification is rapidly
transforming Hong Kong and China Gas group from its
origins as a local company focused on a single business into
a sizeable, nationwide, multi-pusingss corporation,

{Ill) Diversified Businesses

54

Through its wholly-owned subsidiary, the ECO Energy
Company timited, Hong Kong arkl China Gas has diversified
into various green businesses including Liquefied Petroleum
Gas (LPG) vehicle filling stations ang the utilization of
landfill gas. To date, ECO is operating a total of five LPG
filling stations, which are strategically located in Chai
Wan, Mei Foo, Tuen Mun, West Kowloon and Wan Chai.
ECO was alsc the first organization in Hong Kong to utilize
tandfill gas for commercial use. Construction of an on-
site treatment facility and a 19 km pipeline connecting the
North East New Territories landfill gas project to Tai Po gas
production plant were both completed in 2006, With their
full commissioning, fandfill {methane) gas will be captured
and processed, partially replacing naphtha as a fuel for town
gas production. The reduced flaring-off of methang into the
atmosphere brings improvements in air quality, while the
reduced use of naphtha, which comes from the cracking of
fossil fuel, will also save scarce natural resources.

Annual Report 2007
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In the mid-1990s, Hong Kong and China Gas entered the
local property development business in Hong Kong, with
the aim of realizing the potential of its land resources
and maximizing returns to its shareholders by deploying
its excess cash. In 1995, Hong Kong and China Gas took
a 45% equity interest in the King's Park Hill development
project, which was completed in early 2000 with a mixture
of luxury houses and apartments. In 1996, it participated
in the development of International Finance Centre, a
landmark project in the heart of Hong Kong, and in which it
currently held a 15.8% stake. Grand Promenade and Grand
waterfront, two successful luxury residential developments,
were also co-developed by Hong Kong and China Gas
and Henderson Land. It has a 50% interest in the Grand
Promenade project at Sai Wan Ho, while for the Grand
waterfront at the former south plant site at Ma Tau Kok, it is
entitled to 73% of the net sales proceeds of the residential
portion, in addition {0 the full interest in the commercial and
carpark portion.

Half-yearly Results

The unaudited profit after taxation attributable to shareholders
of Hong Kong and China Gas for the six months ended 30 June
2007 amounted to HK$5,469.9 million, including a HK$2,235.7
million gain resulting from the acquisition of shares in Towngas
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China by way of asset injection and a HK$1,270.4 million profit
resulting from the sale of properties and revaluation surplus on an
investment property.

{1

(1)

Gas business in Hong Kong
For the six months ended 30 June 2007, the 1.9% drop in the

volume of residential gas sales was offset by 3.2% growth in
the volume of commercial and industrial gas sales, leading
to a slight increase of 0.2% in the total volume of gas sales
in Hong Kong. As at 30 June 2007, the number of customers
was 1,631,302, an increase of 24,441 from the end of June
2006.

Business development in mainland China
Heong Kong and China Gas's mainland businesses are

progressing well. Its first coalbed gas liquefaction joint
venture project started in early July 2007 in Jincheng, Shanxi
province with commissioning expected by mid-2008. It also
established its first joint venture for energy exploitation in
early 2007 in Jilin province.

Following the acguisition of Towngas China as an associated
company, its well-recognised and reputable brand name of
“Towngas” in Chinese has been adopted by Hong Kong and
China Gas for the mainland city-gas businesses.

Inclusive of Towngas China, Hong Kong and China Gas
currently has a total of 70 projects spread across 13
provinces and an area of Beijing, encompassing upstream,
midstream and downstream natural gas sectors as well as
the water supply and wastewater treatment sector,

(I} Environmentally-friendly energy business

The energy businesses run by ECO Energy Company
Limited, which is wholly-owned by Hong Kong and China
Gas, and its subsidiaries (together known as “ECO"} are
progressing well.

Revenuge from ECO's dedicated LPG filling stations increased
during the first half of 2007. ECO is now leveraging its
expertise Dy developing environmenially-friendly energy
businesses on the mainland. An experimental project
involving the construction and operation of several
compressed natural gas filling stations for heavy duty trucks
is running in Shaanxi province.

ECO’s landfill gas project is also progressing well and the
North East New Territories landfill gas treatment facility
was commissioned in early 2007. Treated landfill gas is
being transported to Tai Po gas production plant via a 19
km pipeline to partially substitute naphtha as a fuel for
town gas production.

In 2002, ECO signed & 40-year franchise agreement with
the Hong Kong Airport Authority to design, construct and
commission a permanent aviation fuel facility at Tuen
Mun Area 38 50 as to supply aviation fuel directly to Hong
Kong International Airport. The project is progressing as
scheduled and is expected to be commissioned by 2010.

{1V} Property developments
For the six months ended 30 June 2007, HK$728.2 million

was recognized as its share of profits arising from the
sale of units at Grand Promenade, Grand Waterfront and
Kirg's Park Hill property development projects, whilst its
share of a revaluation surplus from International Finance
Centre was HK$542.2 million. For the same period of last
year, Hong Kong and China (as's share of profits from its
sales of properties was HK$117.7 million and its share
of a revaluation surplus from this investment property
was HK$588.2 million. Leasing for the 150,000-square
feet commercial area at Grand Waterfront, a property
development project located at the Ma Tau Kok south plant
site, started in the second half of 2007,

As a result of the implementation of a dual naphtha and
natural gas feedstock mix in Qctober 2006, feedstock costs
have decreased to the benefit of customers in Hong Kong,
Also, in mainland China, Hong Kang and China Gas will develop
upstream, midstream, downstream and emerging energy
markets at a faster rate and it is expected to have good
prospects for its mainland businesses.

Grand Waterfront, To Kwa Wan, Hong Kong
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Hong Kong Ferrv (Holdings) Company Limited

{31.36% owned by
Henderson Land Development Company Linited)

Stede et SOB0 Wisliohe . i oFR §

Background and Lines of Business

After running a passenger ferry operation for over 80 years,
Hong Kong Ferry (Holdings) Company Limited (“Hong Kong
Ferry”, formerly known as The Hongkong and Yaumati Ferry
Company Limited) sold its passenger ferry business in January
2000, retaining five vessels to provide harbour cruise services
and carriage of dangerous goods. It then changed its principal
business to property development and investment in order to
maximize the potential of its land resources.

To date two projects, Metro Harbour view at 8 Fuk Lee Street
and MetroRegalia at 51 Tong Mi Road have been completed,
generating income from both property sales and leasing. Metro
Harbour Plaza, located at the podium of Metro Harbour View
with a total retail area of about 250,000 square feet, is its flagship
investment property.

Projects currently being developed are the planned residential-
cum-commercial sites at 222 Tai Kok Tsui Road and 6 Cho
Yuen Street. The former will provige a total gross floor area of
approximately 320,000 square feet upon completion by late
2008, while the latter will provide a total gross floor area of
approximately 145,000 square feet upon completion by early
2009.

in addition to dangerous goods carriage and harbour cruise
services, Hong Kong Ferry’s ancillary businesses include
ship repair and mainienance services at its Tsing Yi shipyard.
HYFCO Travel Agency Ltd, its group tour business arm, provides
comprehensive travel services including local tours, China tours,
overseas tours, ship and train ticketing, and hotel reservations. It
also owns Silvermine Beach Hotel, a resort hotel with 129 rooms
commanding breathtaking views of Silvermine Beach.

Half-yearly Results

The unaudited consolidated profit attributable to shareholders
of Hong Kong Ferry for the six months ended 30 lune 2007
amounted 10 HK$214.5 million, representing an increase of 76%
over that for the same period last year. The sale of residential
units of Metro Harbour View and MetroRegalia was the major
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MetroRegala, Tong Mi Road, Hong Kong

source of income for Hong Kong Ferry, whilst it also benefited
from the increased returns from the rental income of the
commercial property and securities investments.

During the period, Hong Kong Ferry recorded an operating profit
of HK$41 million and HK$12.2 million respectively from the sale of
50 residential units of Metro Harbour View and 14 residential units
of MetroRegalia. Consequently, approximately 30 residential units
of Metro Harbour view and 45 residential units of MetroRegalia
remain available for sale. On the property investment front, rental
incoma from Metro Harbour Plaza amounted t0 HK$15.4 million
for this six-month period and its leasing rate as at the end of June
2007 was 96% after taking into account the committed tenancies.
Rental income from the shopping mall of MetroRegalia amounted
to HK$415,000 with the occupancy rate at 36%.

Superstructure work has been substantially completed for the
property development site at 222 Tai Kok Tsui Road. interior works
will cermmence by the end of 2007 and the project is scheduled
for completion by late 2008. Construction for 6 Cho Yuen Street of
Yall Tong also progressed well and is expectad to be completed in
early 2009,

Buring the period, the Ferry, Shipyard and Related Operations
recorded & loss of HK$0.6 million, while the loss for the Travel and
Hotel Operations had been reduced to HK$0.12 million.
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Miramar Hotel and Investment Company, Limited

(44.21% owned by
Henderson Land Development Company Limited)
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Background and Lines of Business

Celebrating 50 years of heritage since it$ incorporation in 1957,
Miramar Hotel and Invesiment Company, Limited ("Miramar”) has
a strong reputation based on a tradition of guality and innovation,
Miramar’s flagship hotel in Hong Kong is the Hotel Miramar, which
has 525 guest rooms and is located in the heart of the tourist and
shopping areas of Tsim Sha Tsui in Kowlocn. In mainland China,
Miramar has a 25% stake in Nan Hai Hotel, the first five-star hotel

in Shekou, a 30% interest in Shekou Haitao Hotel in Shenzhen,
and & wholly-owned serviced apartment block, namely, Miramar
Apartment, in Shanghai, all of which are managed by Miramar. On
the strength of its quality services, Miramar has been contracted
to provide hotel management services for other hotels and a
serviced apartment.

Adjacent to the Hotel Miramar on Nathan Road are Miramar
Shopping Centre and Miramar Tower, Miramar's premier
investment properties with a total gross rentable arez of over
1.0 million square feet. Following the completion of recent
renovations and a realignment of the tenant mix, Miramar
Shopping Centre now boasts brand-name retail outlets, upscale
boutigues and superb restaurants. Miramar Tower, the office
tower above the Miramar Shopping Centre, comprises 18
storeys of Grade A office space and is home t0 many renowned
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Cuisine Cuisine, a Styhish Clhinese restaurant operated by the Miramar group

multinational companies. In Placer County, California of the
United States, Miramar owns approximately 80 acres (290 lots) of
residential tand and 70 acres of commercial land for sale.

Miramar's food and beverage operations include two widely
acclaimed and stylish twin restaurants, Cuisine Cuisine and Lumiere
in International Finance Centre as well as Tsui Hang Village.

Miramar Express, with more than two decades of experience, is
the official Hong Kang general agent for Crystal Cruises and the
official Hong Kong sales agent for Oceania Cruises. This company
handles commercial ticketing and also has a hire-car operation.
The 53.85%-¢wned Miramar Travel, which was newty established
in 2006, primarily locks after tour business under the leadership of
an industry veteran.

Results for the Year Ended 31 March 2007

For the year ended 31 March 2007, Miramar's turnover was
approximately HK$1,434 million. Excluciing the contribution from
its land-sales project in the US and the net increase in the fair
value of its investment properties, the profit before tax generated
from its core businesses was HK$404 million, an increase of 18%
over the previous year. Profit attributable to shareholders was
approximately HK$688 million (HK$1,169 million for the previous
year).
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Miramar owned and/or provided management services for eight
hotels and serviced apartment complexes, whose aggregate
turnover increased by 13% over the previous year and accounted
for 34% of Miramar's total profit for the year. lis flagship, Hotel
Miramar, maintained an occupancy rate at 90% with an increase
of 17% in the average room rate. Beginning from August 2007 and
running through to the middle of 2008, a large-scale rencvation
plan will be carried out in phases, transforming Hotel Miramar
into an upscale business hotel with an atmosphere of stylish
contemporary living.

Miramar's property business reported an 8% growth in turnover in
relation 10 its Hong Kong and China property assets (i.e.,, excluding
its US property activities) and contributed around &60% of the total
profit for the company as a whole. A major contributor was its
Miramar Shopping Centre, which was in the process of improving
its rental return following the completion of renovations and a
realignment of the tenant mix. Older leases drawn up during the
property downturn expired during the year and were replaced
with new ones reflecting current market values. Benefiting from
the improved economic climate, Miramar Tower (the office tower
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above the Miramar Shopping Centre) maintained an occupancy
rate of around 90% with the rental increment achieved on new
and renewed leases at around 70%. As the US property market
slowed considerably during the year, Miramar's overseas land-
sales project in Placer County, California was placed on hold, with
no transactions recorded during the year. Consequently, 80 acres
(290 lots) of residential land and 70 acres of commercial land
remain available for sale there,

During the year, Miramar reengineered some aspects of its
established food and beverage operations, moving into new areas
that would generate greater public interest and patronage. 1ts
initiatives to build up the high-performing restaurant duo Cuising
Cuisine and Lumiere were successful, while efficient cost contrals
enabled other less high-profile Miramar cutlets to accomplish
returns in line with expenditure. As a result of these initiatives,
aggregate turnover of its continuing food and beverage outlets
over the year rose by around 8% despite keen competition.

As part of the restructuring of its travel business, successful
travel professionals were recruited from within the industry and
various new initiatives were launched. Miramar Travel, created
in 2006, succeeded in boosting the customer numbers for its
tour business by adding a number of new package tours and
ftineraries. Miramar Express, now responsible for commercial
ticketing, car hires and cruise business, achieved a satisfactory
performance as a result of its keen marketing efforts to the
government and ccmmercial sectors. Turnover for the travel
business grew by 44% over the previous year with & significant
shift back towards profitability.

The MTR Corporation’s recently announced plans to build a
pedestrian subway linking the Tsim Sha Tsui MTR Station with
the Hotel Miramar, the Miramar Shopping Centre and their direct
neighbour was a major coup for Miramar. The new direct link will
help to merge Miramar's adjacent properties in a way that will
enable the different components to fully complement each other,
creating a truly mixed-use environment that will enhance returns.
The improved accessibility to tourists and shoppers will alsc serve
to position the Miramar site as a unique and prominent Tsim Sha
Tsui landmark.

with its approach focused on continuous modernisation,
expansion and a readiness to explore new and exciting
possibilities, the outlook for Miramar is positive.

Annual Report 2007 59
Hendarson Land Development Company Limited




p :

J,
7/

i/

5

= The key tc a successful physical environment is the himan élement. Ideal architectural and

's Communities

urban form is not simply the result of established styles, it is a combination of function, of
optimurm structures, that address the needs of society and inspire all who enter or pass by

Paul Norikata Tange
President / Principatl Architect
Tange ASSOCIares

o

Lot 688. Nanjing Road West, Shanghai

;_‘..Buildings for Tomorrow




1 It L} it

Review of Operations — Business in Mainland China and Macau

Land Bank

2007 Highlights

B The Group's share of land
area increased from last vear's
14.5 mitlion to 36.7 milton

septare feet in ten high-growth
mainland cities. providing total
developable gross floor arca of
101.5 million square feet

M Brzowtaging response taceived
aicof Honghi Wanpin,

B [ovestment property portfolio
is sel to grow with a balanced

mix of usuge

* the year, the Group made significant
Durlng progress in its land acquisition programme
in mainland China, By way of auction, strategic co-operation
and acquisition, at the end of August 2007 the Group had a vast
development landbank in mainland China with an attributable
land area of approximately 36.69 million square feet, a substantial

Property under development or held for future development

increase of 154% over the previous year, which will provide for
the Group a total developable gross flocr area of 101.5 million
square feet. By adhering to stringent site selection criteria, all
these newly added development sites are reasonably priced and
of manageable size which will allow quicker return as they are all
available for immediate deveiopment.

Group's share

arnss
(million square
feot)
Beijing 21
Shanghai 23
Guangzhou & Pearl River Celta 17.6
Changsha 95
Xuzhou! 5.3
Xian 210
Shenyang 212
Chongging 6.8
Suzhou 15.0
Yixing 0.7
Total: 101.5

*  Exciuding the area for baserments
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Usage of development land bank

Developable gross
floor area

(million square

feet] Percentage

Residential 777 76.6
Commercial 11.4 11.2
Office 1.4 1.2
Others (including clubhouse, school and community facility) 1.0 1.0
Total: 101.5 100%

in a nutshell, the total land cost for the Group’s site acquisitions
in mainland China since 2006 was approximately RMB10,000
million, whilst the total investment for the property development
projects involved would amount to RMB25,000 million. Apart from
these existing projects, acquisition of another 50 million square

Land Bank in Mainland China

' J,/ Qinghai

\ Kizang

Annual Report 2007
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feet of developable floor area is under negotiation, for which
agreements have been reached. with the probable completion
of the formalities for the land acquisition by the end of 2007, the
Group’s landbank in mainland China will increase to about 150
million square feet.
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Highlights of Major Projects in Mainland China - Prime Cities

Beijing

Project Neme - World Financial Centre

Group’'s Interest 1 100%

Approximate Attributable

Gross Floor Area (sq ft) $ 2,100,000

Shanghai

Project Name : Lot 688 Nanjing West Road West
Group’s Interest - 100%

Approximate Attributabie

Gross Floor Area (sq ft) 2 700,000

Project Name

. 130-2 Tignmu Road west

Group's Interest S 100%

Approximate Attributable

Gross Floor Area (sq ft) 400,000

Project Name . 147 Tianmu Road West
Group's Interest : 100%

Approximate Attributable

Gross Floor Area (sq ft} : 400,000

Projeci Name

. Lot No, 155, Nanjing Road East

Group’s Interest 1 100%
Approximate Attributable
Gross Floor Area (sq ft) - 700,000

Guangzhou & Pear! River Delta

Project Name . Hengti wanpan
Group’s Interest 1 80%
Approximate Attributable

Gross Floor Area (sq ft) 11,700,000

Changsha

Changsha, the capital city of Hunan province in Southcentral China, is rich in both agricultural
products and natural rescurces. Changsha is one of China’s most economically advanced cities
and has attracied significant foreign investment. In 2006, the city became the first among its six
provincial counterparts to host a Trade and Investment Expo designed to attract further inward
investment by enterprises from overseas and from the coastal regions of the country.

Project Name

. The Champion Arch

Group's Interest 1 91%
Approximate Attributable
Gross Floor Area (sq ft} 1 7,100,000

Project Name

- Kaifu District

Group’s Interest - 100%
Approximate Attributable
Gross Floor Area {sq ft) 1 2,500,000
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Highlights of Major Projects in Mainland China — Second-tier Cities

Xuzhou

Xuzhou, & city in Northwestern Jiangsu province, is known for its convenient location as a
transportation hub. The city has expressways and railway links connecting directly to the provinces
of Henan and Shandong, the neighbouring port city of Lianyungang, as well as the economic hub

Shanghai.

Project Name : Xuzhou New Town
Group’s Interest 1 100%
Approximate Attributable

Gross Floor Area (sq ft) » 5,200,000

Xign

As the capital city of Shaanxi province, Xian has been a political and commercial centre for many
dynasties. With an immense histary, Xian is widely considered to be one of the four great ancient
capitals of China. It is also renowned for being the eastern terminus of the Silk Road, the ancient
transcontinental trading route. Xian is the fargest industrial and trading centre in the mid-west and
northwest regions of China. In recent years the city has been playing a key role in the mainland’s
West China develepment programme which is aimed at boosting the region's growth. Urban
infrastructure projects, such as major subway development, are progressing steadily.

Project Name - Chan River
Group's Interest : 50%
Approximate Attributable

Gross Floor Area (sq 1) - 16,800,000

Project Name : Second Ring Road East
Group's Interest . 100%

Approximate Attributable

Gross Floor Area (sq i) 24,200,000

Shenyang

Shenyang is the capital city of Liaoning P-ovince in Northeast China and is an important industrial
centre. The city has a long history &s a political, ecocnomic and culiural centre dating back 1o
the Qing Dynasty, as it was the cradle for Manchu. Surrounded by abundant natural resources,
shenyang was one of the first Chinese cities to become industrialized. Since 2003, the mainland
has adopted a policy to revitalize Northeast China which is resulting in Shenyang being transformed
from a state planned industrial area into the region’s foremost industrial powerhouse.

Linoning

Project Name : Puhe New District Development
Group’s interest - 100%

Approximate Attributable

Gross Floor Area (sq ft) : 15,500,000

Project Name :Shenyang IFC

Group’s Interest :100%

Approximate Attributable

Gross Floor Area {sq ft) » 5,700,000

64 Annual Report 2007
Henderson Land Development Company Limited




Review of Operations — Business in Mainland China and Macau

Land Bank

Highlights of Major Projects in Mainland China - Second-tier Cilies

Chongging

Chongqing is the largest and most populous of China’s four provincial-level municipalities after
Beijing, Shanghai and Tianjin, and the only one in the less densely populated western half of the
country. In 2007, the city was chosen as one of only two cities to concertedly develon a progressive
and cohesive balance between its urban and rural areas. These reforms should enable rural farmers
and migrant workers to enjoy the same rights, public services and living conditions as urban
resicents do, and are expected to hasten the urbanization and industrialization of Chongging.

Project Name : Nam'an District Riverside Development
Group's Interest : 100%

Approximate Attributable

Gross Floor Area (sq ft) ;4,100,000

Project Name : Erlang Pheonix Area

Group's Interest - 100%

Approximate Attributable

Gross Floor Area (sq ft) » 2,800,000

Suzhou

Suzhou is a city on the lower reaches of the Yangtze River and on the shores of Lake Taihu in the
pravince of Jiangsu, Eastern China. The city is a tourism hub, rencwned for its historical and cultural
heritage, as well as its natural beauty which has served te inspire many prominent figures including
the renowned architect, 1.M. Pei. Located in the heart of Yangtze River Delta approximately only 80
km from Shanghai, Suzhou is becoming increasingly attractive to investors with the offices of many
multinational organisations now located there,

Project Name ; Xiangcheng District
Group’s Interest :100%

Approximate Attributable

Gross Floor Area (sq ft) ;15,000,000

Yixing

Yixing is a city in Jiangsu province and kes midway between Shanghai and Nanjing, the capital city of
Jiangsu province. The city is famous for its purple clay and artistry in teaware, which have featured
prominently in international tea culture for many centuries.

Project Name “Yicheng
Group’s interest : 100%
Approximate Attributable

Gross Floor Area {(sq ft) : 700,000
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Progress of Major Development Projects

World Financial Centre, Chao Yang District, Beiing

Progress of Major Development Projects

World Financial Cenire, Chao Yang District, Beijing

{100% owned)
Sitting at the opposite side of the angular CCTV Building, World

Financial Centre is poised to be another new icon for the bustling
Central Business District of Beiling, Besigned by Cesar Pelli as twin
"crystal jewel boxes” with special effect of fagade lighting on the
exterior, these two 22-storey buildings are alse equipped with state-
of-the-art facilties and revitalizing green spaces, making them to

be the Intermational Grade A office complex in Beijing. Construction
progressed well and this landmark project, with a total developable
floor area of 2,700,000 square feet, is scheduled for completion
in mid-2008, ahead of opening of 2008 Beijing Olympics. Financial
institutions and certain muiti-national corporations with regional
headquarters in Beijing have been identified as its target tenants
whose dermanding requirements, such as dual-power supply and
other supporting infrastructure for computerization and trading
floor, have been fully incorporated in its design. Response for its
pre-leasing has thus been encouraging.

Harnessing Technology

World Financial Centre, Beijing

The use of the latest 3D building information medeling (BIM) technology in
the development of the World Financial Centre is an example of the Group's
constant focus on best practice design and building techniques which help it
to deliver the most demanding projects to client specifications on-schedule
and to consistently high standards. In recognition of this effective use of BIM
technology, Henderson Land recently received an award from Autodesk, the

world leader in software for the design and construction industry.
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147 Tianmu Road West, Zhaber District, Shanghai (arist impression)

Lot 688, Nanjing Road West, Jingan District, Shanghai

{100% owned)
In the downtown of lingan District, a site of some 110,000

square feet will be developed into a 22-storey office building
over a two-level commercial podium, providing a total gross
floor area of approximately 700,000 square feat, in addition to a
3-storey car park basement of 200,000 square feet. During the
year, acquisition of its remaining 15% interast was completed
allowing the Group to have full control over its development,
which will be held as a long-term investment. Foundation work
will commence in the fourth quarter of 2007 and the unique
quariz-like fagade designed by Kenze Tange Associates of Japan
will enable it to become a new landmark in the metropolitan of
Shanghai upen completion by late 2009.

130-2 Tianmu Road West, Zhabei District, Shanghai

{100% owned)
Located at the junction of two main rcads in the Zhabei

District with a panoramic view cver Suzhou Creek, this site
of approximately 62,141 square feet will be developed into a
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22-storey office tower on top of a 3-starey shopping podium,
offering a total developable gross floor area of approximately
500,000 sgquare feet. Its convenient location with nearby railway
and subway connections is expected to make it a trend-setting
project upon compietion in mid-2009. This property will also be
held for rental purpose.

147 Tianmu Road West, Zhabei District, Shanghai

{100% owned)
Located ¢n a prime site of approximately 51,570 square feet next

to the railway and subway stations, this 25-storey development
comprises 340,000 square feet of high-grade office space and
approximately 60,000 square feet of shopping area. There is also a
2-storey basement with a total of 160 car parking lots. Foundation
work will commence by early 2008 and it will be held as a rental
property upon completion by mid-2010.
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Lot No. 155, Nanjing Road East, Huangpu District, Hengli Wanpan, Fangcun District, Guangzhou
Shanghai {100% owned) {80% owned)

Shortly after the end of the financial year, the Group completed Hengli Wanpan was one of the most sought after residences
the acquisition of a piece of land with a site area of approximately in Guangzhou, Following the prompt sell out of both phases
107,306 sgquare feet at Nanjing Road East, Huangpu District, | and Il of its residential development, the reraining phase Il
Shanghai, at a consicderation of about HK$1,356.7 million. Located development was also greeted with overwhelming response from
right on pedestrian shopping avenue with close proximity to the homebuyers with an average selling price exceeding RMB1,000
Bund, this prime site wiil be developed into a 17-storey Grade per square feet (equivalent to RMB11,000 per square metre),
A office building over five levels of commercial podium. Kenzo which was 30% higher than that for the previous two phases.
Tange Asscciates of Japan have been appeinted as its fagade The entire project, comprising nine residential towers of 33 t0
designer and its unique curvilinear vertical architectural fins 34 storeys, a two-level commercial podium, two-level car park
blend seamlessly with the vibrant city life of Shanghai. Offering basement and a kindergarten, provides a total attributable gross
a total developable gross floor area of approximately 1,000,000 floor area of approximately 1,700,000 square feet and is expected
square feet with the interchange point for two subway lines at its to be completed by early 2008.

basement, this landmark building will be an attractive choice ior
tenanits like multinational corporations and consultants when fully
completed by late 2009, ahead of the opening of World Expo 2010
in Shanghai.

The Champion Arch, Xingsha Town, Changsha

(91% owned)
Covering a site area of about 2,600,000 square feet, this project

offers a total gross floor area of approximately 7,800,000 square
feat together with the basement area of about 1,400,000 square
feet. Supported with essential community facilities and amenities,
the project is a sel-contained town in its own right, providing
homes to over 4,000 families. With total land cost of about
RMB198 million, the whole project will be completed in three
phases. The first phase comprises low-rise, multi-storey and
high-rise apartments with approximately 1,400,000 square feet
of residential space, complemented by & clubhouse, a shopping
arcade and a kindergarten. Construction for the first phase of
development will commence by December 2007 and it is due for
completion in mid 2009,

Lot No. 155, Nanpng Road Epst, Huangpu Distnct, Shanghar {arist impression)
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Project in Kaifu District, Changsha (100% owned])
In December 2006, the Group bought a piece of fand of about

825,000 square feet in the Kaifu District of Changsha at RMB184
million, which will be developed into a residential project with a
gross floor area of about 2,500,000 square feet. Adjacent to the
Kaifu District Government Offices, the development is surrcunded
by greenery with a comprehensive transportation network.

Project in Xuzhou New Town, Xuzhou {100% owned)
A prime site of approximately 5,900,000 sguare feet in the new

administration centre of Xuzhou, which wili house all the major
government departments by the end of 2007, will be developed
into luxury residential apartments, with a number of commercial
facilities. To capitalize on its close proximity to Dalong Lake, the
tentative development plan calls for a water-themed design for
this residential community project, with provisions of special
water features which would be of great attraction for the inland
city of Xuzhou. The whole project, with total land cost of about
RMBS541 miliien, will be deveioped in four phases providing & total
gross floor area of 5,300,000 square feet. The first phase of its
development, consisting of 1,400,000 square feet of gross floor
area, will be put up for pre-sale by the third quarter of 2008 with
the scheduled completion by mid 200%. From then on, gross floor
area of 1,300,000 square feet would be completed for each of the
following three years.

Project in Chan River, Xian {50% owned])
During the year, the Group formed a 50/50 joint venture with

Temasek Holdings (Private) Limited of Singapare to jeintly develop
a riverside residential community over the east riverbank of Chan
River, Xian, Shaanxi Province. The 15-million-square-foot site is
located within the Chan Ba Ecological District, with the total land

The Group’s mixed-use development in Xian is the largest development ever
approved by the Xian City Government. As a city-within-a-city concept,

the development will provida 30,000 new homes and is characterised by
abundant open space in a riverside setting, The design complements existing
heritage landmarks and mirrors the traditional Chinese courtyard system to
create a peaceful community environment. Art pieces and a cultural centre
will be integrated into the development together with facilities such as a
school, hospital and retail precinct which will all contribute to the rapidly
developing local tourism market.
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cost of about RMB1,720 million. Surrounded by the east third
ring road and subway, which are both under construction, the
development will have a total gross ficor area of over 33,000,000
square feet, of which 90% is for residential use providing homes
to 30,000 families. With the completion of site investigation, a
master (ayout plan has been submitted to the Planning Bureau
and the first phase of its development, which has a total gross
floor area of approximately 1,200,000 square feet, is slated for
pre-sale as early as September 2008 and will be completed in late
2009. The entire project is due for completion by 2013,

n—
New Layers in [Time

Project in Chan River, Xian
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Progress of Major Development Projects

Project in Second Ring Road East, Xian (100% owned)
in April 2007, the Group won the bid for a parcel of land of

about 1,200,000 square feet in Second Ring Road East, Xian at a
consideration of about RMB430 million. Just 5-minute drive from
the city centre with access to the planned subway system, the
site will be developed into apartment towers of 22 t0 28 storeys
providing homes to 2,000 families, together with the provision of
commercial facilities. Developed in one phase, the entire project
will provide a total gross floor area of 4,200,000 square feet
upon completion by the end of 2009. Construction is scheduled
to commenge in early 2008 and pre-sale will begin in the second
half of 2008.

Puhe New District Development, Shenyang

{100% owned)
In December 2006, the Group acquired a land lot of about

3,600,000 square feet in Puhe New District at over RMB19¢
milion. Subsequently, its adjacent site with an area of 4.22 million
square feet was also acquired at RMB552 million, offering an
additional gross floor area of 10,100,000 square feet. The enlarged
site, with a small river flowing along the boundary and a hill at the
back, is earmarked for residential and commercial development
with a total gross floor area of about 15,500,000 square feet.
Planning and design will commence shortly and it is tentatively

planned that the iand fronting the river of Puhe will have a low
density development of town houses and low rise apartments,
whereas the remaining parts of the site will have a rhythmic
grouping of residential towers.

Shenyang International Finance Centre, Shenyang

{100% owned]
The Group has acquired two prime sites in the downtown of

Shenyang Finance and Trade Developrment Zone totalling 500,000
square feet at an aggregate land cost of RMB&16 million. The sites
will be developed into the Shenyang International Finance Centre,
which wili set a new paradigm for high-end multi-use complex in
northeast China. Commanding a pivotal location with easy access
0 both railway and subway stations, the project comprises three
mega towers for offices, serviced apartments and a hotel resting
on a four-level retail podium. They altogether provide a total gross
floor area of 5,700,000 square feet. Pei Partnership Architects, an
internaticnal accredited firm closely associated with the world-
renowned architect, |.M. Pei, has been appointed as the design
architect for its 89-storey landmark tower, which will become the
tallest building in this city. For the rest of this project, the master
layout will be designed by another world-class architeciural
practice, Aedas Architects. Foundation works are expected o
commence in mid 2008.
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Shenyang imernational Finatice Centre, Shanyang (artist imprassion)
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Project in £rlang Phoenix Area, Chongaging @rist impression)

Nan’an District Riverside Development, Chongging

{100% owned)
During the year, the Group acquired a parcel of land of

approximately 1,100,000 square feet in Nan'an District, Chongqing
at about RMB310 million. Facing Yangtze River with a scenic green
park of approximately 790,000 square feet in the close proximity,
this site has a neighbourhood similar to Coal Harbour, an upscale
high-rise condominium district in Vancouver, Canada. As such, it is
earmarked for a luxury riverside residential development, which is
complemented by shopping centre, kindergarten and clubhause
facilities. The whole project, with a totai gross floor area of around
4,000,000 square feet, will be developed in three phases. Site
works for Phase | development, which provides a total gross
floor area of about 1,500,000 square feet, will kick off by the third
quarter of 2008 with the scheduled completion by the second
guarter of 2010,
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Project in Erlang Phoenix Area, Chongqing

{100% owned)

A land lot of over 900,000 square feet in Erlang Phoenix Area of
Chengging, just off the Chengdu-Chongaing Expressway, was
bought for RMB157 million. Surrounded by scenic attractions
such as Caiyun Lake and Tachua Brook, this residential project,
complemented by business apartments, clubhouse, kindergarten
and shopping facilities, will be constructed in three phases and
they altogether will provide a total gross floor area of around
2,800,000 square feet, Site works for Phase | development will
start by the third quarter of 2008, offering total gross floor areg of
about 480,000 square feet upon its completion by early 2010.
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Project in an island of YicHeng, Yixing (artist inpression)

Project in Xiangcheng District, Suzhou (100% owned]
During the year, the Group won the bid for a parcel of land of

about 3,200,000 square feet in Xiangcheng District, Suzhou at
a consideration of about RMB8&5 million. To capitalize on the
scenic environment of Suzhcu, the initial development plan
called for a water-themed design with a mixture of villas, resorts
and apartment towers. The whole project, which provides a
total gross floor area of about 6,800,000 square feet, will be
completed in four phases. Site work for Phase | development,
which offers a total gross floor area of about 1,700,000 square
feet, will commence by the fourth quarter of 2008 and it is due for
completicn by the second quarter of 2010.

To allow efficient use of the {and resources, its adjacent
commerciat land lot of 1,200,000 square feet was also added to
the Group's land bank in July 2007 at a consideration of RMB&6%
million. Easily accessible by various trunk roads and railway
systems, which are either under construction ¢r planning, this
commercial property development with the planned gross floor
area of 8,200,000 square feet is poised to be a landmark in
the region as there is no such similar project nearby. Detailed
planning and design will commence shortly.

Project in an island of Yicheng, Yixing (100% owned]
Shortly after the end of the financial year, a land lot of about

400,000 square feet at the central Yixing was bought for RMB158
million. Located in an island in the city centre, the site will
be developed into {uxury residences with low and high-rise
apartments of total gross floor area of about 700,000 square feet.
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Project in Xiangcheng DIStrict, Suzhou (arlist improssion)
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Progress of Major Development Projects

Expected Completion schedule

Project name and location

For the year ending 30 June 2008

Group’s share of
developahle gruss
floor area

(million square [eet]*

world Financial Centre, Chao Yang District Beijing 2.1
Hengli Wanpan, Fangcun District, Guangzhou 1.7
3.3

For the year ending 30 June 2009
Phase 1, The Champion Arch, Xingsha Town, Changsha 13
Phase 1, Project in Xuzhou New Town, Xuzhou 1.4
2.7

For theryear ending 30 June 2010
Lot 688, Nanjing Road West, fingan District, Shanghai 07
130-2 Tianmu Road West, Zhabei District, Shanghai 04
147 Tianmu Road West, Zhabei District, Shanghai 0.4
Lot 155, Nanjing Road East, Huangpu District, Shanghai 0.7
Phase 1, Chan River, Xian 1.2
Project in Second Ring Road East, Xian 42
Phase 1, Nan'an District Riverside Development, Chongaing 15
Phase 1, Project in Erlang Phoenix Area, Chongging 05
Phase 1, Project in Xiangcheng District, Suzhou 17
11.3

*  Excluding the area for basement

The Group currently has two dedicated project management
teams in charge of both Hong Kong and mainland China projects.
From the landmark office tower of International Financial Centre
to the metropolitan luxury apartment of the Grand Promenade,
they have proven and wide embracing experience in building the
finest, whereas more professionals have been recently drawn to
further strengthen the teams. In order to enable them to better
manage the development projects spanning the whole country,
the Group has set up a mainland China head office in Shenzhen,
which is just next to its headquarters in Hong Kong and is readily
accessible by afl local staff in mainiand China. By combining the
well-experienced Hong Kong project team with promising local
professionals, the new office will offer the best international
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practice in conjunction with home-grown talent, thereby ensuring
that all of the Group's mainland projects fulfil the market needs.
Locking ahead, furiher regional offices will be established to
suppor: the Group's rapid business expansion in mainland China.

The overwhelming success of the pre-sale of Hengli Wanpan is
a very clear vote of confidence by mainland homebuyers in the
Henderson Land brand name. In order to consistently deliver
quality of the highest standard to mainland customers, the Group
intends to set up its own construction company in China. With
a full in-house capability spanning all aspects of construction,
the Group will be well placed to ensure quality standards are
consistently high in all future projects.
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Major Investment Properties

During the year, rental properties in mainland China generated
a total gross rental income of HK$192.9 million, an increase
of HK$114.3 million over the previous year. With the gradual
completion of some of the above investment properties, which
comprise mainly Grade-A office space, rental income i set to
increase significantly during the years 1o come. The property
investment business will complement the property development

Major Completed Mainland Investment Properties

Project name and localion

Commercial Podium & Car Parks

business and will become a major source of steady income in
mainland China.

In order to better manage its property portfolio, in August 2007
the Group increased its stakes in some of the rental properties,
which comprise commercial podia and car park basements:

Greup's share

ol developable

aross floor area

Group's interest — {million square

(%) feet)

Henderson Centre, Beijing 100 1.1
Skycity, Shanghai 75 03
Hengbao Plaza, Guangzhou 100 1.0
Sub-total: 24

Office
Office Tower |, Grand Gateway, Shanghai 100 07
Sub-total: 07
Total: 31
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Major Investment Properties

Status of Major Completed
Mainland Investment Properties

Henderson Centre, Beijing (100% owned)
Beijing Henderson Centre was completed in 1997, In order to offer

a refreshing retail experience for shoppers and to promote sale
for tenants, the atrium of its shopping mall has been undergoing
a major renovation since March 2007. when completed in
Sepiember 2007, the renovation will reinforce the mall's position
as a shopping, dining and entertainment focus for bath tourists
and local residents. Acquisition of its remaining 25% interest was
completed in August 2007, allowing the Group to benefit in full
from this major revamp.

Shanghai Skycity (75% owned)

Commanding a prime location in Zhabei District in close proximity
to the main Shanghai raiway station and two metro stations,
Skycity has become a popular location for mainland enterprises
and retailers since its completion in 1997. This project, which
comprises a four-starey cormmerciat podium and 272 basement
car parking spaces, was basically fully let as at the end of the
year, With its stake increased from 37.5% {0 75%, the Group has
become the controlling shareholder for this quality project since
August 2007.

Hengbao Plaza, Guangzhou (100% owned)
Located right above the subway station, Hengbao Plaza emerges

as the focal point in the district, drawing huge pedestrian traffic
from the neighbouring residential development. Driven by the
improved econcmy in Guangzhou, its occupancy rate was close
to 80% as at June 2007 with many large-scale retailers as its
anchor tenants.

Shanghar Skycity, Zhabe District, Shanghai
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Office Tower #f, The Grand Gatoway, Shangha

Office Tower I, The Grand Gateway. Shanghai Joint-Venture Development in Macau

{100% owned)
Right above the subway station at the heart of the Xujiahui

District, there stands a landmark building, the Office Tower 1l of the
Grand Gateway. Designed by Callison, one of the top architectural
firms in the world, it rises up to a height of 230 meters with a total
of 50 floors upon completion in late 2005 Many multinational
companies such as Microscft, Adidas and TESCO have been
drawn as its tenants and its occupancy rate stayed high at 98% at
the financial year end.

In April 2005, the Group entered int¢ an agreement 0 jointly
develop a waterfront site of approximately 1.45 million square
feet of land area in Macau. The site’s total gross floor area has
vet to be finalized as it is still under application for tand-use
conversion,
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Human Resources

The Grioup's COMpLIEr SOftware ap0Hication traming Drogramma aims o

human resources are the most vaiuable and
Our fundamental assets of the Group. The Group
is committed to ennancing the skills of its staff as well as
encouraging them to maintain a solid work-life balance. As
at 30 June 2007, the Group had approximately 7,200 full-time
employees. To cope with corperate development and the
differing workplace needs of its staff, the Group regularly designs
and deploys new training courses to ensure best practice and
improve personal performance. The Group’s culture is founded on
inclusivity, Internal communications and teamwork are essential
to its business and the Group regutarly conducts internal activities
for staff of all levels.

Staff Training and Development

The Group places great emphasis on the personal development
of its staff and is committed to enhancing their expertise while
encouraging them to broaden their knowledge and professional
outlook. 57 internal training programmes and seminars were
held for Head Office staff during the year covering topics such
as management skills, team spirit, Putonghua and English
conversation, computer software applications and China
Business. These pregrammes accounted for a total of 1,254
trainee days attracting 1,412 staff participants. The Group's
subsidiaries also organized various training activities for their
staff. In addition to in-house training programmes, the Group also
supported employees who wished to undertake external courses
to improve their professional knowledge and skills by providing
them with an educational subsidy. For staff wishing to undertake
personal development at their own pace and in their own time,
the Group established an e-Learning network.
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enhange executives’ computer literacy ant improve ek productivity

Training of Management and Supervisory Personnel
The angoing training of management and supervisory

executives is particularly important to the Group’'s long-term
development. The Group strives to improve management and
supervision skills through training, by providing them with the
latest economic and managerial information and developing
thelr commercial knowledge and professicnal management
skills. A range of management development and supenvisory
managament programmes was organized covering areas such as
leadership, time management, customer service, negotiation and
presentation skills, project management and Crisis management.
These programmes delivered a consistent fevel of relevant
knowledge and technigues through lectures, group discussions,
case studies and games.

Teamwork and Inclusivity
The Group values team spirit and promotes teamwork. New

employees are quickly integrated into the business with help
from their colleagues through a regular monthly crigntation
programme that quickly adapts them to their new working
environment. The Group also holds team spirit worksheps which
place staff from different departments together to focus on
teamwork and apply it to their daily roles.

Enhancing Professional Knowledge and Skills
In order to enhance the professional knowledge and skills of its

staff, the Group also actively aflocates resources into training
programmes on a wide range of topics ranging from computer
software applications, to English communication skills and
mortgage locans.
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Keynote Semmars on Cmn 58 Busmess prowde an in-depift
understanding about the c rrent manland business environiment

Closely Following Mainland Business Dynamics

As the economy of mainland China has continued to develop
rapidly over recent years, $0 t00 has the Group played a greater
and more geographically diverse role in the market. To enable
staff with China responsibilities to conduct their activities more
efficiently, the Group provides a series of training c¢ourses and
seminars.

Communication in Putonghua
In addition to consolidating executives’ basic Putonghua skills

through regular Putonghua pinyin and zhengyin courses,
the Group also provides Putonghua business conversation
courses which are aimed at improving their conversation
skills in the workplace.

Keynote Seminar on China Business
The Group organized a series of Keyncte Seminars on China

Business. These discussec key aspects of mainland China such
as its economic development, iaxation system, property market
and stock market. Each seminar was designed to elaborate on the
latest trends and market information about the mainland.

Employee Relationship

Communicate and Care among each other
Besides regular training courses to develop the perscnal potential

of all staff, the Group alse emphasizes employee relationships
and strives to enhance internal communication, prometing team
spirit and inclusivity through various recreational activities and
sports. Appreciation for staff and their family members was
demonstrated by Group-sponsored activities such as an annual
picnic, which is always enjoyed by a large number of employees
and their families. The Group also offers regular interest courses
{0 support a healthy work-life balance for all staff.

Group Directors and Managers jomn i 3 toast at the 2006 Master Lu Ban
Festival Dinnar

The Group's commitment to teambuilding and ensuring that staif
have a strong sense of belonging is often manifested in activities
that occur outside the workplace, During the year, the Group’s
annual tennis tournament and bowling championship attracted
more than 100 staff to demonstrate their ball skills while enjoying
the camaraderie and friendly competitiveness of these events.

Sharing and Celebrating Success
Annual events such as Master Lu Ban Festival Dinner and the

Christmas party are organized to recognize the hard work and
contributions of employees in the Group's success. They provide a
chance for celebration, reflection and for looking to the future,

Volunteer Service

Dedication to the Community
The Group's established CSR programmes provide wide-ranging

initiatives that support the community. Group personnel actively
participate by offering care to the under-privileged and people in need.

In june 2007, two teams comprising Group personnel
participated in the Towrigas Rice Dumplings for the Community
event, a charitable campaign ce-sponsored by Hong Kong
and China Gas Company Limited and the Community Chest.
Besides fund raising for the Community Chest, the event broke
a Guinness World Record, demonstrating the Group's suppart to
its associaed companies.

Henderson Land volumeers vistt the Tung Wah Group
Hospuals jockey Club Tsin kan Centre
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Alan Macdonald
Director (Planmng and Urban Design)
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Corporate Social Responsibility

Social Respansibility (“CSR"} 1s
COI'p Orate very important to the Group’s
business and lies at the heart of its strong economic, social
and environmental principles. The Group strives to deliver high
quality properties with designs that are increasingly sustainable
and business practices that are transparent and responsible. We
aim to minimise the environmental impacts of our development
activities and create vibrant and thriving communities. During the
year, the Group c¢ontinued to work in parinership with community
hodies, consumers and other stakeholders for this purpose.

The Group committed itself to several large-scale, territory-
wide events during the year including the 10th Anniversary
Reunification Cup, the International Chinese New Year Night
Parade and the 2009 East Asian Games. These commitments not
only help bring world-class sports and cuttural events to the local
community, but also help showcase Hong Keng's vibrant spirit to
the world.

The HKSAR 10th Anniversary Reunification Cup, a major soccer
event, of which the Lee Shau Kee Foundation was the Title
Sponsor, was held on 1 July 2007 for the participation and
enjoyment of the community at large, The event was a highlight
of the many celebratory programmes staged in Hong Kong to
mark the 10th anniversary of the establishment of the Hong Kong
SAR. Some 40,000 spectators including underprivileged famities,
people with disabilities, students and senior citizens, enjoyed
three soccer matches of a very high standard, including one
played between Bayern Munich of Germany and Sao Paulo of
Brazil, and one played between the China National Team and FIFA
World Stars. The event was televised in Hong Kong and over 80
other countries.

In its endeavour to support the Reunification Cup, the Group
launched a series of promotional programmes in its shopping
malls. These included a two-day charity fund-raising event, a
World Soccer Stars carnival, and a live broadcast fiesta. These
activities raised thousands of dollars in denations for the
Community Chest. Through these in-mall programmes and via the
Group's associate and subsidiary companies, more than 16,000
free tickets for the 10th Anniversary Reunification Cup were given
to the pubiic, with a particular focus on disadvantaged groups,
young children and various charitable bodies and organizations.

The HKSAR 10th Anmversary Reundication Cup

The Group also sponsored the 2007 International Chinese New
Year Night Parade organized by the Hong Kong Tourism Board.
The stunning Night Parade on 18 February 2007 attracted more
than 200,000 spectators including Hong Kong citizens and tourists.
loining the many other participants from around the wortd, the
Group participated with a shimmering float in the shape of an
enchanting imperial crown replicating the Group's (uxurious
residential development, The Beverly Hills.

The 2009 East Asian Games is a large-scale international sports
event that will be held for the first time in Hong Kong. As a core
part of its ongoing CSR commitments, the Group has agreed to
be a Diamond Partner of the Games. in addition to providing HK$5
million in financial sponsorship, the Group will also support the
marketing and promotional activities for the Games. While the
public will be able to enjoy a series of world-class sports events,

“r Heng Kong 2009 East Asian Games
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the Games also present great business opportunities for the
Group, as a sponsor, to capitalize on the extensive international
pramotional and publicity campaigns that will run until early 2010.

The Group embraces new technologies and best practice to
enhance efficiency, improve quality, and minimize the wastage
and negative impact of its operations, This not only applies to the
development and construction aspects of its operations, but also
to the day-to-day activities of its offices.

In May 2007, the Group initiated a paper-saving campaign to
encourage its shareholders to reduce their consumption of
printed communication material. For every shareholder who
switched {rom paper to electronic corporate communications,
the Group pledged to sponsor the planting of one tree in Hong
Kong and its maintenance for three years. For shareholders who
did not opt for electronic corporate communications and did not
specify a preference for bi-lingual material, the Group will arrange
to send future corporate communications in either Chinese or
English language only. The Group anticipates that about one
million sheets of A4 paper will be saved annually as a result of this
initiative.

To continve this initiative, the Group joined the Corporate
Afforestation Scheme organized by the Agriculture, Fisheries
and Conservation Department. Under the Scheme, the Group
partnered with Friends of the Earth (HK) and reestablished two-
hectares of woodland at Ma On Kong, Tai Lam Country Park,
restoring greenery to terrain that had been destroyed by hill fires,

In order to help promote environmental education, the Group
continued to support Green Power in various ways. Again
this year, the Group was the Title Sponsor of the annuai fung-
raising Green Power Hike in Hong Keng, which was held in
February 2007. Led by the Group's senior management, a Strong

100-member Hendersen Lana Team participated in the Hike, As an
additional initiative to support Greaen Power’s efforts in promoting
environmental education to kindergartens, the Group sponsored
the production of a “Hong Kong Microcosm” poster, which served
as a useful education aid for teachers to guide children through
the insect world.

The Group always pursues initiatives that contribute to the
community through direct and indirect channels, with a focus
on extending care to people who are underprivileged or in
need. In the area of educaiion, the Group continued to $ponsor
Summerbridge Hong Kong in its move to change its tuition-
free, summer enrichment programme to a year-round after-
school Engfish educational support programme. The expanded
progremme enables more financially disadvantaged students in
Heng Kong to develop English proficiency and leadership skills. In
addition to financial support, a senior member of the Group joined
the Board of Summerbridge Hong Kong, to provide advice on the
programme’s future development.

In the arts and culture, the Group committed itself to sponsor the
Shatin Festival 2006/2007, which ran from November 2006 for
seven months. Held once every four years, the Festival comprises
a series of art, cultural, sports and recreation programmes,
aimed at enhancing the wellbeing of Shatin residents as well as
attracting visitors to the district,

In the area of heritage appreciation and education, the Group
supported the “Journey to the History of Victoria Prison” organized
by the Central and Western District Council. Held in January 2007,
the week long Open Day programme comprised guided tours,
cultural performances and arts activities, enabling the public and
students to better appreciate the history of Victoria Prison in the
context of Hong Kong's development over the years.

14th Green Power Hike
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To provide suppert and care to patients and famities facing a
life threatening iliness, the Group became Gold Sponsor of the
Colliers International Treasure Our Life Walkathon 2006, which
was organized by the Comfort Care Concern Group. All funds
raised from the walkathon were used for running an education
campaign.

In its ongoing commitment to raise fndustry standards and
promote economic growth through the sharing of best practice,
technical knowledge and experience, the Group extended its
support to several international property-related conferences and
a high level Hong Kong business forum during this fiscal year.

The Group provided one of its properties as a venue for staging
the Hong Kong Economic Summit 2007, Hong Kong's most
influential opinion platform, at which the keynote speaker was
the Chief Executive of the Hong Kong Special Administrative
Region, the Honourable Conald Tsang Yam-Kuen, GBM, KBE, IP He
was joined by other political and business leaders, economists
and financial professionals who gathered to exchange views
and share their vision for the territory's economic outlook. The
annual event, with this year's theme as "Roadmap to Hang Kong
Success” was jointly organized by two of Hong Kong's leading
financial media organizations, MetroFinance and the Hong Kong
Economic Journal, and co-organized by Hong Kong Exchanges
ang Clearing. (n addition to its role as Venue Sponsar, a senior
executive from the Group also joined the Summit as a pane!
speaker, sharing his views on the outlook of the property industry,
which remains a core econornic compeonent of the local economy,

The international property-related conferences sponsored by
the Group during the year were "When Creative Industries
Crossover with Cities,” jointly organized by the Hong Kong
Institute of Planners and the Urban Planning Society of China; the

Canstruction Industry Institute Conference 2006; and "20 Years in
Retrospect: The Prospects” organized by the Hong Kong InstitUte
of Surveyors.

The Group's CSR initiatives were mirrored by its associate
comparnies including Hong Kong and China Gas, Hong Kong Ferry
and Miramar, and its property management subsidizries Googwill,
wellborn and Hang Yick. All of these companies were again
named by the Hong Kong Council of Social Service in their “Caring
Company” award scheme.

Well Born and Hang Yick established a series of CSR initiatives
including the launch of “The Year of Safety” which aimed to raise
stakeholders’ awareness in occupational safety. The opening
ceremony for this programme was officiated by Secretary for
Labour and Welfare, Mr. Cheung Kin-chung, i.P, in the presence of
numerous social and political leaders.

buring the year Well Born was, for the second consecutive year,
awarded the "Qutstanding Partnership Award” by the Social
Welfare Department for its employment of people with disabilities.
Well Born was the first property management company to
outsource its one-stop household and clubhouse catering
services t0 social enterprises in 2003, with the aim of helping
disadvantaged people to re-enter the job market.

well Born and Hang Yick continue to encourage their staff
to participate in voluntary work and utilize their professional
knowledge to support the community. The two companies
received the "Highest voluntary Service Hours Award” and
the “Certificate of Merit in voluntary Service Hours Award”
respectively from the Social welfare Department for a third time in
recognition of their long-term commitment to community service.

Caring Company Scheme 2006/07 Recogrition Ceremony
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Management discussion and analysis

Results of operations

The following discussions should be read in conjunction with the Company’s consolidated accounts for the year ended 30 June 2007.

Turnover and profit
Contribution from
Turnover operations
Year ended Yearended  Year ended Year ended
30 June 2007 30 June 2006 3¢ June 2007 30 June 2006
HKS million HK$ million  HKS million  HKS$ million
Business segments
— Property development 4,658.3 2,708.6 1.564.7 1,354.1
— Property leasing 2,483.9 22610 1,592.6 1,370.6
— Finance 94.3 114.6 82.2 1150
— Construction 101.1 856.4 1.7 1.3
— Infrastructure 188.7 136.4 130.7 81.8
— Hotel operation 132.8 1345 41.6 48.2
— Other businesses 696.8 561.5 130.4 729
8,355.9 6,773.0 3,553.9 3,043.9
Year ended Year ended
30 June 2007 30 June 2006
HKS million  HKS$ million
Profit attributable to equity shareholders of the Company
— including changes in fair value of investment properties
(net of deferred taxation) held by the Group,
its associates and jointly controlled entities 9.817.7 13,548.7
— excluding changes in fair value of investment properties
{net of deferred taxation) held by the Group,
its associates and jointly controlled entities 5,882.8 5.268.2
Earnings per share
— including changes in fair value of investment properties
{net of deferred taxation) held by the Group,
its associates and jointly controlled entities HK$5.19 HK$7.47
— excluding changes in fair value of investment properties
{net of deferred taxation) held by the Group,
its associates and jointly controlled entities HK$3.11 HK$2.50
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The Group recorded g growth in the turnover for the financial year of HK$1,582.9 million, or 23.4%, to HK$8,355.9 million {2006: HK$6,773.0
million). The growth was contributed mainly by the property development business segment which benefited from the positive
performance of the Hong Kong praperty market during the financial year.

Profit contribution from tusiness segments for the financial year amounted to HK$3,553.9 miillion (2006; HK$3,043.9 million), representing
an increase of HK$510.0 million, or 16.8%, from the previcus financial year, which was mainty contributed by the property development,
property leasing and infrastruciure business segments.

Profit attributable to equity shareholders of the Company for the financial year, including changes in fair value of investment properties
held by the Group, its associates and jointly controlled entities, amounted to HK$9,817.7 million {2006: HK$13,548.7 million), representing
a decrease of HK$3,731.0 million, cr 27.5%, from the previous financial year. Eamings per share for the financial year were HK$5.19 (2006
HK$7.47). The decrease in profit attributable to equity shareholders of the Company for the financial year was due to higher revaluation
gains (after deferred taxation and minority interests) recognised in the previous financial year in respect of the investment properties held
by the Group, its associates and jointly controlled entities, by HK$4,345.6 millicn when compared with the corresponding revaluation gains
{after deferred taxation and minority interests) for the financial year.

Excluding changes in fair value of investment properties held by the Group, its associates and jointly controlled entities, the underlying
profit for the financial year amounted to HK$5,882.8 million (2006; HK$5,268.2 million), representing an increase of HK$614.6 million, or
11.7%, from the previous financial year. Based on such underlying profits, earnings per share for the financial year were HK$3.11 (2006:
HK$2.90).

Inclucted in the results for the financial year was total non-recurrent income of HK$%38.0 million made up of the excess, amounting {0
HK$352.4 million, of the fair values of net assets comprised in the companies acquired from Henderson Investment Limited during the
financial year over the consideration paid, and the Company’s share of gain of HK$585.6 million arising from the disposal of 10 piped-city
gas projects by an associate. Similarly, net non-recurrent income of HK$1,395.5 million was recorded in the previous financial year made
up of a net gain of HK$450.7 million resulting framn the privatisation of two listed subsidiaries, a deemed profit of HK$829.6 million on
placement of Henderson Investment Limited shares, and project tender cost written off amounting to HK$84.8 million. After excluding such
non-recurrent income, the adjusted underlying profit for the financial year was HK$4,944.8 million, representing an increase of HK$1,072.1
million or 27.7% over that for the previous financial year. Based on the adjusted underlying profit, the eamings per share were HK$2.61
{2006: HK$2.13), or an increase of 22.5%.

Detailed discussions on major business segments are set out below.

Property development
Revenue from property development for the financial year amounted to HK$4,658.3 million (2006: HK$2,708.6 million), representing an

increase of HK$1,949.7 million, or 72.0%, from the previous financial year. This was mainly attributable to the sales of various property
development projects launched during the financial year, including Grand Waterfront, The Sherwood and CentrePlace. Accerdingly, profit
contribution reached HK$1,564.7 million (2006: HK$1,354.1 million), representing an increase of HK$210.6 millian, or 15.6%, compared with
the previous financial year.

Property leasing

Revenue from property leasing for the financial year amounted to HK$2,483.9 million (2006: HK$2,261.0 million), representing an increase
of HK$222.9 million, or 9.9%, from the previous financial year. The growth was mainly attributable te the increase in (i) the occupancy rates
and average rental rates of certain investment properties in mainland China and (i) the average rental rates for new leases and renewals
for investment properties in Hong Kong during the financial year. Profit contribution from property leasing for the financial year amounted
to HK$1,592.6 million (2006: HK$1,370.6 million), representing an increase of HK$222.0 million, or 16.2%, from the previous financial year.

Taking into account the Group’s share of leasing revenue from investment properties owned by subsidiaries and jointty controlled entities,
revenue from property leasing increased to HK$3,148.2 million (2006: HK$2,730.0 million), representing an increase of HK$418.2 million, or
15.3%, from the previous financial year. Further discussions on the resufts of jointty controlled entities are set cut in the following sections.
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Finance
Revenue from the provision of property mortgage loans and loan 1o jointly controlled entities for the financial year amounted t0 HKS94.3

million (2006: HK$114.6 miilion), representing a decrease of HK$20.3 million, or 17.7%, from the previous financial year, With the gradual
repayment of the abovementioned loans, revenue from this business segment for the financial year decreased accordingly. Profit
contribution for the financial year amounied to HK$82.2 million {2006. HK$115.0 miilion), representing a decrease of HK$32.8 million, or
28.5%, which was mainly attributable tc the decrease in the turmnover coupled with the increase in the impairment 'oss for bad and doubtful
debts during the financial year,

Construction
The Group principally engages in construction contracts {or property development projects in which the Group participates, including

oroperty development projects undertaken by the Group’s associates and jointly controlled entities. During the financial year, turnover
from construction activities decreased by 88.2% to HK$101.1 million (2006: HK$856.4 million) reflecting the reduced construction work
undertaken for associates and jointly contrelled entities as compared with that for the previous financial year.

Infrastructure
infrastructure projects in mainland China reported a turnover of HK$188.7 million for the financial year (2006; HK$134.4 million),

representing an increase of HK$52.3 million, or 38.3%, from the previous financial year. This was mainly attributable to the increase in
traffic volume of a toll bridge in Hangzhou following the completion of major repair and maintenance work during the financial year. Profit
contribution from this business segment for the financial year increased by HK$48.9 million, or 59.8%, to HK$130.7 miilion {2006: HK$81.8
million).

Hotel operation
The Group’s three Newton hotels, namely Newton Hotel Hong Kong, Newton Hotel Kowloon and Newton Inn North Point, with most of their

guest rooms renovated during the financial year, were well positioned to reap the benefits of Hong Kong's thriving tourism industry.

Profit contribution from hotel operation decreased to HK$41.6 million (2006; HK$48.2 million), which was mainly attributatie to increased
staff costs and set up expenses incurred for the new hotel, Newton Place Hotel, in Kwun Tong, which commenced commercial operations
in July 2007,

Other businesses
Other businesses comprise mainly department stores operations, investment holding, project management, property management, agency

services, and provision of cleaning and security guard services, which alitogesher reported a turnover of HK$696.8 million for the financial
year (2006. HX$561.5 million), representing an increase of HK$135.3 million, or 24.1%, from the previous financial year. The growth in the
turnover was contributed mainly by the department stores operations and the provision of property agency services. Profit contribution
from other businesses for the financial year increased by HK$57.5 million, or 78.9%, to HK$130.4 million (2006: HK$72.9 million), which was
mainly contributed by the provision of property agency services.

Associates
The Group's share of post-tax profits less losses of associates amounted to HK$4,058.0 million {2006: HK$2,534.8 million), representing an

increase of HK$1,523.2 million, or 60.1%, from the previous finangial year. Excluding the changes in fair value of investment properties (net
of deferred taxaticn) for the financial year of HK$578.2 million (2006; HK$745.4 million), the Group’s share of the underlying post-tax profits
less losses of associates was HK$3,479.1 million (2006: HK$1,789.4 million}, representing an increase of HK$1,689.7 million, or 94.4%, from
the previous financial year, which was mainly contributed by The Hong Kong and China Gas Company Limited {"Hong Kong and China Gas”)
as detailed below.

In particular, in respect of the Group’s three fisted associates (namely, Hong kKong and China Gas, Miramar Hotel and Investment Company,
Limited and Hong Kong Ferry (Holdings) Company Limited), the Group's share of their posi-tax profits for the financial year amounted
to HK$3,772.4 million (2006. HK$2,380.1 million), representing an increase of HK$1,392.3 million, or 58.5%, from the previous financial
year. Excluding the changes in fair value of investment properties (net of deferred taxation) for the financial year of HK$478.1 million
{2006: HK$653.6 million), the Group’s share of the underlying post-tax profits from the three listed associates amounted 10 HK$3,294.3
million (2006: HK$1,726.5 million), representing an increase of MK$1,567.8 million, or 90.8%, from the previous financial year. The increase
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was largely attributable to Hong Kong and China Gas which recorded a share of profit {from the sale of Grand Waterfront, a large-scale
water{ront development project completed by the end of 2006, and a gain from the sale of its interests in ten piped city-gas projects in
mginland China to Towngas China Company Limited {formerly Panva Gas Holdings Limited) during the financial year.

Jointly controlled entities
The Group’s share of post-tax profits less losses of jointly controlled entities which are mainly engaged in property development and

property investment activities amounted to HK$3,653.1 million {2006: HK$3,805.3 million), representing a decrease of HK$152.2 million, or
4.0%, from the previous financial year. The decrease was largely attributable to a higher revaluation gain on investment properties, mainly
the International Finance Centre ("IFC") Cornplex, recorded in the previous financial year.

Excluding the changes in fair value of investment properties {net of deferred taxation) for the financial year of HK$2,328.3 million (2006:
HK$2,766.8 million), the Group’s share of the uncerlying post-tax proiits less losses from iointly controlled entities amounted to HK$1,324.8
million {2006: HK$1,038.5 million), representing an increase of HK$286.3 million, or 27.6%, from the previous financial year, which was
mainly attributable to an increase in the profit contribution from the investment in the IFC Complex project during the financial year as a
result of the in¢crease in rental rates upon the gradual renewal of lease contracts during the financial year.

Finance costs
Finance costs recognised as expenses for the financial year were HK$507.7 millicn (2004: HK$496.2 million), Finance costs capitalised

for properties under development during the financial year amounted to HK$482.1 million (2006 HK$381.3 million). The Group's effective
borrowing rate was approximately 4.68% (2006. 4.47%) per annum.

Revaluation of investment properties
For the financial year, the Group recognised a revaluation gain on its investment properties (befare deferred taxation and minority interests)

of HK$1,981.4 million {2006: HK$7,297.0 million) in the consolidated profit and loss account.

Acquisition of interests in certain companies of Henderson Investment Limited
Pursuant to an agreement dated 27 March 2007 entered into between Henderson Investment Limited ("HIL) and the Company, the

Company acquired (i) HIL's interests in ceriain subsidiaries and associates (collectively referred to as the "Sale Companies”} and (i) the
loans due to HIL by the Sale Companies, for a cash consideration of approximately HK$12,072.6 million. The transaction was completed on
13 June 2007. For reason that the Company had a 67.94% beneficial interest in HIL during the financial year, an amount of HK$352.4 millicn,
being the excess of (i) interest in fair value of the Sale Companies’ assets less liabilities and contingent liabilities over (i) the consideration
paid by the Company, was recognised in the consolidated profit and loss account for the financial year.

Financial resources and liquidity

Issue of shares
Pursuant to a share placement on 10 November 2006, the Company issued 128 million new ordinary shares at a price of HK$43.05 per

share. The proceeds, net of expenses, amounted to approximately HK$S,508.0 million. Further detar's are set out under the section headed
“Share Placement” in the Report of the Directors,

External borrowings
In July 2006, the Group concluded a HK$13,350 million syndicated credit facility with a maturity period of five years. This transaction set

a new record at the time, in terms of transaction size, for Hong Kong dollar borrowings by private sector enterprises in the Hong Kong
syndicated loan market. As a revolving credit facility, it offered optimal flexibility for the general corporate funding purposes of the Group. A
syndicate of 24 international and local banks participated in this credit facility and the inierest margin was extrernely attractive, which fully
demonstrated the support and confidence of the banking community in the Group.

In March 2007, a financing arm of the Group's jointly controlled entity which is interested in the entire IFC Complex project, raised a five-
year syndicated term loan facility for another record-breaking amount of HK$17,350 million. Capitalising on the strength and guality of IFC’s
tenant portfolio and the landmark status of IFC, this stand-alone project loan was concluded on very favourable terms.
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To enhance the Group's access to alternative funding sources, the Group approached the debt private placement markets in the United
States of america and in Europe, which resulted in the successful debut issuance of loan notes (the “Notes™} in tuly 2007 for aggregate
amounts of US$325 million (equivalent to approximately HK$2,533.0 million) and £50 million {equivalent to approximately HK$77%.4 million),
with tranches bearing maturity periods of between seven years and fifteen years. The Notes carry interest rates which were priced on the
basis of a weighted-average maturity period of just over ten years, and were essentially benchmarked against the prevailing interest rate
levels for comparable public bends issued by top Hong Kong corporations. The issue of the Notes also extended the debt maturity profile of
the Group.

Maturity profile and interest cover
As at 30 lune 2007, the aggregate amount of the Group’s bank borrowings amounted to approximately HK$18,270.1 million (2006:

HK$20,694.5 million), of which 99.8% (2006: 99.7%) in value was unsecured. The maturity profile of the bank borrowings, the cash and bank
halances and the gearing ratio of the Group were as follows:

As at As at
30 June 2007 30 June 2006
HKS$ million  HKS$ million

Bank borrowings repayabte:

— Within 1 year 3,007.4 7,029.2
— After 1 year but within 2 years 1,324.9 3,848.5
— After 2 years but within 5 years 13,937.8 6,085.0
— After 5 years — 37318
Total bank borrowings 18,270.1 20,694.5
Less: Cash and bank balances (9.520.0) {(7,659.1)
Net bank borrowings 8,750.1 13,0354

Shareholders’ funds 92,2191 77,9641

Geanng ratio (%} 9.5% 16.7%

Gearing ratio is caiculated based on the net bank borrowings and shareholders' funds of the Group as at the balance sheet date. The
Group's gearing ratio improved from 16.7% as at 30 June 2006 t0 9.5% as at 30 June 2007, which is attributabte to the repayment of certain
of the Group’s bank barrowings during the financial year, the enlargement in the capital base as a result of the Company's share ptacement
and the Group's profit attributable to equity shareholders for the financial year.

The interest cover of the Group is calculated as follows:

Year ended Year ended
30 fune 2007 30 June 2006
HKS million  HKS million

Profit from operations {before changes in fair value of investment properties)
plus the Group’s share of the underlying profits less losses of associates

and jointly controlled entities (before taxation) 8,961.3 7,397.0
Interest expense (before interest capitalisation) 953.4 843.2
Interest cover (times) 9.4 88

During the financial year, the Group demonstrated a strong ability in servicing its interest payments.
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with abundant banking facilities in place and the recurrent income generation from its operations, the Group has adequate financial
resources in meeting the funding requirements for its ongoing operations as well as its future expansion.

Treasury and financial management

The Group is exposed to interest and foreign exchange risks. To efficiently and effectively manage these risks, the Group’s financing and
treasury activities were centrally co-ordinated at the corporate level. The Group will consider hedging these risks should the need arise. Al
transactions in derivative financial instruments are undertaken for risk management purposes only and no financial instruments are held
by the Group for speculative purposes.

The Group’s borrowings bear floating interest rates, except for the Notes in the respective amounts of US$325 million and £50 million as
mentioned above which bear fixed interest rates.

The Group conducts its businesses primarily in Hong Xong with the related cash flows, assets and liabilities being denominated mainty
in Hong Kong dollars {"HkD"). The Group's primary foreign exchange exposures arise from its property developments and investments in
mainland China, which are denominated in Renminbi ("RMB"), and the Notes, which are denominated in United States dollars ("USD") and
sterling. In respect of the Group’s operations in mainland China, apart from its capital contributions and, in some cases, loan contributions
to projects which are denominated in RMB and are not hedged, the Group endeavours t0 establish a natural hedge by maintaining an
appropriate level of external borrowings in RMB, In respect of the Notes, the Group entered into swap contracts with a counterparty bank
so that the entire amount of the Notes was swapped into HKD denomination during the respective tenures of the Notes. As a result, the
Group does not expect any significant foreign exchange risk exposure,

Material acquisitions and disposals

In December 2006, the Group disposed of its interests in certain subsidiaries, which altogether held eleven investment properties, to
sunlight Real Estate Investment Trust for a cash consideration of approximately HK$1,099.3 million. Save as disctosed above and under
the section headed “Acquisition of interests in certain compeanies of Henderson Investment Limited”, the Group did not undertake any
significant acquisition or disposal of assets or subsidiaries outside its core businesses during the financial year.

Charge on assets

Assets of the Group had not been charged to any third parties as at 30 June 2007, except that certain project financing facilities which were
extended by banks to a suosidiary of the Company engaged in infrastructural projects in mainland China were secured by ihe Group's toll
highway operation rights.

Capital commitments
As at 30 June 2007, capital commitments of the Group amounted to HK$7,652.2 million (2006: HK$7,264.7 million).

Contingent liabilities

As at 30 June 2007, the Group's contingent liabilities amounted to HK$57.4 million (2006: HK$2,088.3 million). The decrease in the amount
of contingent kabilities at 30 June 2007 compared with 30 lune 2006 was mainly attributable to the fact that the guarantees provided to
the banks by the Group to secure banking facilities granted to a jointly controlled entity were released during the financial year upon full
repayment of the loan drawndown from such facilities.

Employees and remuneration policy

As at 30 June 2007, the Group had approximately 7,200 (2006: 6,800) full-time employees. The remuneration of the employees is in line with
the market and commensurable with the level of pay in the industry. Discretionary year-end bonuses are payable to the employees based
on individual performance. Other benefits to the employees include medical insurance, retirement scheme, training programmes and
educational subsidies. Total staff costs during the financial year amounted to HK$1,100.8 million {2006 HK$1,005.0 million).
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|
2003 | 2004 2005 2006 2007

Note  HKS$ million HKS njiillion HKS million HKS millior  HKS million

Profit for the year 1 20326 6,173.3 10,852.8 13,5487 9.817.7
Underlying profit for the year 1&2 2,0326 3,062.3 4,412.8 5,268.2 5,882.8
Fixed assets 3 34,5610 40,509.9 46,436.4 56,868.0 52,830.7
Interest in associates 14,533.8 14,248.9 14,700.7 16,962.6 20,536.3
Interest in jointly controlled entities 6,068.0 12,019.2 13,395.9 16,0261 11,167.9
Inventories 18,131.7 17,7372 19,0901 21,0360 29,3828
Net debt 4 90373 7,196.1 11,843.0 13,0354 8,750.1
Net asset value 1 52,9290 58,483.9 65,637.7 77,9641 92,2191
Net debt to net asset value 7 17.07% 12.30% 18.04% 16.72% 9.49%

HKS | HKS HKS HKS HKS
Earnings per share 1 1.18 3.46 598 747 5.19
Undlerlying earnings per share 182 1.18 1.71 243 2.90 3M1
Dividends per share 1 0.80 0.50 1.00 1.05 1.10
et asset value per share 1 3073 32.23 36.17 4296 47.47

Notes:

1 The profits, earnings, dividends and net asset values shown or referred to above were all attributable to equity sharehoiders of the Cormpany.

2 These figures were calculated based on profit attributable to equity shareholders of the Cornpany and adjusted by excluding the changes in
fair value of investrment properties (net of deferred taxation and minority interests).

3 Fixed assets exclude toll highway operation rights.

4 Net debt represents the total of bank loans and overdrafts, guaranteed convertible notes (if any) and cther loans minus cash and bank
balances.
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Five Year Financial Summary
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Corporate Governance Report

The Board of Directors of the Company (the “Board") is pleased to present the Corporate Governance Report of the Company for the year
ended 30 June 2007,

A)

B)

C)

92

Commitment to Corporate Governance

The Company acknowledges the impartance of good corporate governance practices and procedures and regards a pre-eminent
board of directors, sound internal controls and accountability to all shareholders as the core elements of its corporate governance
principles. The Company endeavours to ensure that its businesses are conducted in accordance with rules and regutations, and
applicable codes and standards.

Corporate Governance Practices

During the financial year ended 30 June 2007, the Company applied all those principles as set out in the Code on Corporate
Governance Practices in Appendix 14 of the Rules Goveining the Listing of Securities (the "Listing Rules”) on The Stock Exchange of
Hong Kong Limited (the "Code”) and complied with the relevant code provisions in the Code, with the exception of cne deviation
as set out under the paragraphs on "Board of Directors” below. The application of the relevant principles is stated in the following
paragraphs.

Board of Directors

a) Responsibilities
The Board has the responsibility for management of the Company, which includes formulating busingss strategies, and directing
and supervising the Comipany’'s affairs, approving interim reports and annual reports, announcements and press releases
of interim and final results, considering dividend poticy, and approving the issue, altotment or disposal or grant of options in
respect of unissued new shares or debentures of the Company. The Board makes broad policy decisions and has delegated the
responsibility for detailed considerations o the standing committee of the Board (the “Standing Committee”).

The day-to-day management, administration and operation of the Company are delegated to the management. The Board gives
clear directions to the management as to their powers of management, and circumstances in which the management should
report back.

All Directors have full and timely access to ail relevant information as well as the advice and services of the Company Secretary,
with a view to ensuring that Board procedures and all applicable rules and regulations are followed. The Non-executive
Directors and Independent Non-executive Directors may take independent professional advice at the Company's expense in
carrying out their functions, after making a request to the Board.
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b} Board Composition

The Board currently comprises twensy members (including alternate director), as detailed below:

Executive Directors

Non-executive Directors

Independent Non-executive Directors

Lee Shau Kee Woo Po Shing Gordon Kweng Che Keung
(Chairman and Managing Director)  Leung Hay Man Ko Ping Keung

Lee Ka Kit Angelina Lee Pui Ling Wu King Cheong
(Vice Chairman) Lee Tat Man

Jackson Woo Ka Biu
(as alternate to Woo Po Shing)

Colin Lam Ko Yin
{Vice Chairman)
Lee Ka Shing
{Vice Chairman)
John Yip Ying Chee
Alexander Au Siu Kee
Suen Kwok Lam
Lee King Yue
Fung Lee Woan King
Eddie Lau Yum Chuen
Li Ning
Patrick Kwok Ping HO
The biographical details of the Directors are set out on pages 116 to 120 of this Annual Report. In particular, Dr. Lee Shau Kee
is the father of Lee Ka Kit and Lee Ka Shing, father-in-law of Li Ning, and the brother of Lee Tat Man and Fung Lee Woan King.
Sir Po-shing Woo is the father of Jackson Woo Ka Biu. Save as aforesaid, none of the members of the Board is related to one

another.

The term of office of all Non-executive Directors (including Independent Non-executive Directors) has been fixed for a specific
term for three years. They are subject to retirement by rotation ang re-election at the Company's Annual General Meeting
("aGM") in accordance with the Articles of Association of the Company (“Articles™.

During the year ended 30 June 2007, the Board at all times met ihe requirements of the Listing Rules relating o the
appoimtment of at least three Independent Non-executive Directors with at least one Independent Non-executive Director
possessing appropriate professional gualifications, or accounting or related financial management expertise.

The appointment of Independent Non-executive Directors strictly adheres to the guidelines for assessing independence set
out in Rule 3.13 of the Listing Rules, The Comipany has received in writing confirmation of their independence from each of the
Independent Mon-executive Directors and considers them to be independent of the management and free of any relationship
that could materially interfere with the exercise of their independent judgment. The Board considers that each of the Non-
executive Directors and Independent Non-executive Diractors brings his/her own retevant expertise to the Board.

The rotes of the chairman and the chief executive officer of the Company have not been segregated as required by code
provision A.2.1 of the Code. The Company is of the view that it is in the best interest of the Company that Dr. Lee Shau Kee, with
his profound expertise in the property business, shall continue in his dual capacity as the Chairman and Managing Director.

¢} Appointment and Re-election of Directors
The Board is empowered uncer Articles to appoint any perscn as a Director to fill a casual vacancy on or as an additional

member of the Board. Only the most suitable candidates who are experienced and competent and able to fulfill the fiduciary
duties and duties of skill, care and diligence would be recommended to the Board for selection.

In accordance with the Articles, new appointments to the Board are subject to re-election by shareholders at the upcoming
AGM. Furthermore, the nearest one-third of the Directors will retire from office by rotation but are eligible for re-election by
shareholders at the AGM and the Board will ensure that every Director is subject to retirement by rotation at least once every
three years.
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d)  Board Meetings
i) Number of Meetings and Directors’ Attendance
The Board meets from time to time to discuss and exchange ideas on the affairs of the Company. During the year ended
30 June 2007, the Board held five meetings to approve interim/final results announcements and interim/annual reports,
10 determine the level of dividends, and to discuss significant issues and the general operation of the Company. The
attendance of the Directors is set out in the table on page 96.

ii)  Practices and Conduct of Meetings
Notices of regular Board meetings are given to all Directors at least 14 days before the meetings. For other Board and
committee meetings, reasonable notice is generally given.

The Company Secretary of the Company is responsible to take and keep minutes of all Board meetings and committee
meetings. Draft minutes are normally circulated to Directors for comment within a reasonable time after each meeting
and the final signed version is sent to all Directors for thelr records and open for Directors’ inspection.

D) Board Committees

The Board has set up three main Board Committees, namely, the Standing Committee, the Audit Committee and the Remuneration
Committee, for overseeing particular aspects of the Company’s affairs. The Standing Committee of the Board operates as a
general management committee with delegated authority from the Board. The terms of reference of the Audit Committee and the
Remuneration Committee are no less exacting than those set out in the Code.

The Board Committees are provided with sufficient resources to discharge their duties and, upon reasonable request, are able to
seek independent professional advice in appropriate circumstances, at the Company's expenses.

a} Audit Committee
The Audit Committee was established in December 1998 and reports to the Board. The members of the Audit Committee are;

Independent Non-executive Directors Non-executive Directors
Gardon Kwong Che Keung (Chairman) Leung Hay Man

Ko Ping Keung

Wu King Cheong

The Chairman has the appropriate professional qualifications as required under the Listing Rules. None of the members of the
Audit Committee was a former pariner of the Company’s existing external auditors within one year immediately prior to the
dates of their respective appointments. All members have appropriate skills and experience in reviewing financial statements
as well as addressing significant control and financial issues of public companigs. The Board expects the Committee members
to exercise independent judgment in conducting the business of the Committee.

The written terms of reference include the authority and duties of the Audit Committee and amongst its principal duties are the
review and supervision of the Company's financial reporting process and internal control procedures. The terms of reference of
the Audit Committee are available on the Company's website.

The Audit Committee held three meetings during the year ended 30 June 2007. The major work performed by the Audit
Committee in respect of the year ended 30 June 2007 included reviewing and recommending the re-appointment of externai
auditors, approving the terms of engagement {(including the remuneration} of the external auditors, reviewing the unaudited
interim report and interim results announcement, reviewing the audited accounts and final results announcement for the
year ended 30 June 2007, reviewing the work of the Group's internal audit department and assessing the effectiveness of
the Group’s systems of risk management and internal control. Additionally, the Independent Non-executive Directors of the
Company conducted reviews of the continuing connected transactions as disclosed in the Report of the Directors of this
Annual Report.
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b)

Remuneration Committee
The Remuneration Committee which was established in January 2005 comprises:

Executive Directors Independent Non-executive Directors
Lee Shau Kee (Chairmar) Gordon Kwong Che Keung
Colin Lam Ko Yin Ko Ping Keung

Wu King Cheong

Each member is sufficiently experienced ang is appropriately skilled in the issues of determining executive compensations in
public companies. The Beard expects the Committee members t¢ exercise independent judgment in conducting the business
of the Committee.

The written terms of reference include the specific duties of making recommendations to the Board on the Company's policy
and structure for all remuneration of directors and senior management. The terms of reference of the Remuneration Committee
are available on the Company’s website.

The Remuneration Committee met once during the year ended 30 June 2007. The major work performed by the Remuneration
Committee for the year ended 30 lune 2007 included reviewing the salary structure of the employees of the Company as
well as the remuneration of senior management staff. The Committee alsc reviewed the remuneration of the Directors with
reference to the remuneration level of directors of comparable listed companies.

Particulars of the Directors’ remuneration disclosed pursuant to Section 161 of the Hong Kong Companies Crdinance and
Appendix 16 of the Listing Rules are set out in note 10 to the accounts on pages 151 and 152. The Directors’ fee shall be subject
10 shareholders’ approval at general meetings. Other emoluments shall from time to time be determined by the Board with
reference to the Directors’ duties and responsibilities and subject to a review by the Remuneration Committee,
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96

c) Attendance Record at Board, Audit and Remuneration Committees’ Meetings
The attendance of the individual Directors at the meetings of the Board, the Audit Committee and the Remuneration Committee

during the year ended 30 June 2007 is set out in the following table:

P No.of mueelings attended/No, of meelings held

| , . i o .
Board Audit Commiltee  Remuneration Committee

Executive Directors:

Lee Shau Kee (Chairman) '4/5 N/A 111
Lee Ka Kit 'a/5 N/A N/A
Colin tam Ka Yin 5/5 N/A 11
Lee Ka Shing '4/5 N/A N/A
John Yip Ying Chee 5/5 N/A N/A
Alexander Au Siu Kee 5/5 N/A N/A
Suen Kwok Lam 5/5 N/A N/A
Lee King Yue 5/5 N/A N/A
Fung Lee Woorn King 475 N/A, N/A
Eddie Lau Yum Chuen 5/5 N/A N/A
Li Ning '3/5 N/A N/A
Patrick Kwok Ping Ho 5/5 N/A N/A

Non-executive Directors:

Lo Tak Shing (passed away on 11 December 2006) 0/5 N/A N/A
W00 Po Shing 215 N/A N/A
Leung Hay Man 5/5 3/3 N/A
Angelina Lee Pui Ling 4/5 N/A N/A
Lee Tat Man '3/5 N/A N/A

Independent Non-executive Directors:

Gordon Kwong Che Keung 5/5 3 1”1
Ko Ping Keung 5/5 3/3 111
W King Cheong 5/5 3/3 171

Remarks: 1. Out of the five meetings of the Board, one Board meeting was to consider the proposed acquisition of interests in
certain companies of Henderson Investment Limited. Absenice of the relevant Directors in the relevant meeting of the
Board was due to his/her deerned interests in the proposed acquisition.

2. Four meetings were attended by his alternate, Mr. Jackson Woo Ka Biu.

Annual Report 2007
Henderson Land Development Company Limited




Corporate Governance Report

E)

H)

Directors’ responsibility for the Financial Statements

The Directors acknowledge their responsibility for preparing the financial statements for the financial year ended 30 June 2007, which
give a true and fair view of the state of affairs of the Company and of the Group at that date and of the Group's resuits and cash
flows for the year then ended and are properly prepared on the going concern basis in accordance with the statutory requirements
and applicable accecunting standards.

The statement of the Auditors of the Company about their reperting responsibilities on the financial statements of the Company is set
out in the Auditors’ Report on page 122.

Auditors’ Remuneration

For the year ended 30 June 2007, the Auditors of the Company and its subsidiaries would receive approximately HK$16.0 million for
audit and audit related services (2006; HK$11.3 million) as well as HK$3.7 million for non-audit services (2006; HK$1.5 million). The
significant non-audit; services covered by these fees included the foliowing:

Nature of service Fees paid

{HKS million)

Tax services 07
Services rendered In respect of the very substantial disposal by a subsidiary 29
Other services 0.1
3.7

Model Code

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers of the Listing Rules as the code
for dealing in securities of the Company by the Directors {the "Model Code”). Having made specific enquiries, the Company confirms
that all Directors have complied with the required standards as set out in the Model Code.

Internal Controls

The Board is responsible for ensuring sound and effective internat control systems to safeguard the shareholders” investment and
the Company's assets. The Company has from time to time reviewed the effectiveness of the internal control systems in order to
ensure that they meet with the dynamic and ever changing business environment.

The Internal Audit Department of the Company, which reports directly to the Audit Committee and is independent of the Company's
daily operations, is responsible for conducting regular audit on the major activities of the Company. Its objective is to ensure that
all material controls, including financial, operational and compliance controls and risk management functions are in place and
functioning effectively. During the year, the Board has reviewed the effectiveness of the Group’s internal control systems through the
Internal Audit Department and the Audit Committee.
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I) Shareholder Rights and Investor Relations

The Articles contain the rights of shareholders to demand and the procedures for a pell voting on resolutions at shareholders’
meetings. Details of such rights to demand a poll and the poll procedures are included in all ¢irculars in relation to shareholders’
meetings and will be explained during the proceedings of shareholders” meetings. In case poll voting is conducted, the poll results
will be posted on the websites of the Stock Exchange and the Company on the business day following the shareholders’ meeting.

The general meetings of the Company provide a forum for communication between the shareholders and the Board. The Chairman
of the Board and the chairmen of all the Board Committeas, or in their absence, other members of the respective Committees, are
available to answer questions at the shareholders’ meetings.

The Company continues to enhance communications and relationships with its investors. Designated senior management maintains
regular communication and dialogue with shareholders, investors and analysis. Enquiries from investors are dealt with in an
informative and timely manner.

As a channel to further promote effective communication, the Group maintains a website at hitp/Awww.hid.com where the
Company’s announcements, business developments and operations, financiat information, corporate governance practices and other
information are posted.
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Report of the Directors

The Directors have pleasure in submitting to shareholders their annual report together with the audited accounts for the year ended 30
June 2007.

Principal Activities

The Company is an investment holding company and the principal activities of its subsidiaries during the year were property development
and investment, finance, construction, infrastructure, hotel operation, department store operation, project management, investment
holding and property management.

An analysis of the Group’s turnover and contribution from operations by business segment and geographical segment, is $et out in note 15
to the accounts on pages 154 to 158.

Subsidiaries
Particulars of the principal subsidiaries of the Company as at 30 June 2007 are set out on pages 181 to 185.

Group Profit

The profit of the Group for the year ended 30 June 2007 and the state of affairs of the Company and the Group at that date are set out in
the accounts on pages 127 to 187.

Dividends

An interim dividend of HK$0.4C per share was paid on 27 April 2007. The Directors have recommended the payment of a final dividend of
HK$0.70 per share to shareholders whose names appear on the Register of Members of the Company on 3 December 2007.

Charitable Donations
Charitable denations made by the Group during the year amounted to HK$7,900,000 (2006. HK$34,2535,000).

Fixed assets
Particulars of the movements in fixed assets during the year are set out in note 16 to the accounts on pages 159 10 161.

Bank Loans and Overdrafts

Particulars of bank loans and overdrafts of the Company and the Group as at 30 June 2007 are Set out in note 29 to the accounts on page
170.

Interest Capitalised
The amount of interest capitalised by the Group during the year ended 30 June 2007 is set out in note 8(a) to the accounts on page 147.

Reserves

Particulars of the movements in reserves during the year are set out in note 32 to the accounts on pages 172 10 175.

Share Capital

Details of movements in the Company's share capital during the year, together with the reasens therefor, are set out in note 32 to the
accounts on pages 172 t0 175.
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Share Placement

0On 10 November 2006, 128,000,000 existing ordinary shares in the Company were placed at a price of HK$43.05 per share ({the "Placing
Price”) through a share placement arrangement ("Share Placement”) and the Company subsequently issued 128,000,000 new ordinary
shares ("New Shares”), with a view to strengthening the capital base of the Company. The placees and their beneficial owners are not
connected persons (as defined in the Listing Rules) of the Company. There were over six placees, The Placing Price represented a discount
of approximately 4.5% to the closing price of HK$46.05 per share in the Company as quoted on The Stock Exchange of Hong Kong Limited
on 10 November 2006.

The New Shares represented approximately 7.05% of the issued share capital of the Company prior t0 the Share Placement. The issue
price for the New Shares was approximately HK$43.031 per share, which is equivalent to the Placing Price less expenses of the Share
Placement, A net amount of approximately HK$5,508 million in aggregate after expenses was received,

it was caonsidered that the placing and subscription would strengthen the capital base of the Company. It was intended to use the net
proceeds of the Share Placement for general corporate purposes and for acguisition of land banks in the People’s Republic of China,

Group Financial Summary
The results, assets and liabilities of the Group for the last five years are summarised on pages 90 and 91.

Development and Investment Properties

Particulars of development and investment properties of the Group are set out on pages 30 to 43 and on pages 67 10 77.

Directors’ Remuneration

Particulars of the Directors’ remuneration disclosed pursuant to Section 161 of the Hong Kong Companies Ordinance and Appendix 16 of
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Keng Limited are set out in note 10 to the accounts on pages
151 and 152.

Directors
The Directors of the Company during the financial year and up to the date of this report are:

Executive Directors Non-executive Directors Independent Non-executive Directors
Cr. the Hon. Lee Shau Kee The Hon. Lo Tak Shing (vice Chairman) Gordon Kweng Che Keung
(Chairman and Managing Director) {passed away on 11 Decemnber 2006) Professor Ko Ping Keung

Lee Ka Kit (vice Chairman) Sir Po-shing Woo Wu King Cheong
Coalin Lam Ko Yin (Vice Chairman) Leung Hay Man

Lee Ka Shing (vice Chairman) Angelina Lee Pui Ling

lohn Yip Ying Chee Lee Tat Man

Alexander Au Siu Kee Vincent Liang

Suen Kwok Lam (ceased to be the Alternate Director to

Lee King Yue The Hon. Lo Tak Shing on 11 December 200¢)
Fung Lee Woon King Jackson Woo Ka Biu

Eddie Lau Yun Chuen (Alternate Direétor to Sir Po-shing Woo)

Li Ning

Patrick Kwok Ping HO
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Mr. Lee King Yue, Mr. Li Ning, Sir Po-shing Woo, Mr. Lee Tat Man, Mr. Gerden Kwong Che Keung and Professor Ko Ping Keung will retire by
rotation at the forthcoming annual general meeting in accordance with Article 116 of the Company’s Articles of Association and, being
eligiple, offer themselves for re-election.

Disclosure of Interests

Directors’ Interests in Shares
As at 30 June 2007, the interests and short positions of each Direcior of the Company in the shares, underlying shares and debentures of

the Cempany and its associated corparations (within the meaning of Part XV of the Securities and Futures Ordinance ("SFO")) as recarded
in the register reguired to be kept under Section 352 of the SFC or which were notified to the Company or as ctherwise notified to the
Company and The Stock Exchange of Hong Kong Limited pursuant to the Model Code for Securities Transactions by Directors of Listed
Companies were as {ollows:

Ordinary Shares (unless otherwise specified)

Long Positions
Name of Nam of Personal Family ! Corporate Other %
Company Direglor , Inlgrests Interests , Interests . Interesis Intarest
Hendarson Land Lee Shau Kee 1 1,122.938,300 1,122.938,300 57.81
Development Lee Ka Kit 1 1,122.938,300 1,122938,300 57.81
Company Limited Lee K3 Shing 1 1,122,938,300 1,122,938, 300 5781
LiNing 1 1,122.938.300 1122938300 51.81
Lee Tet Man 2 110,000 110,000 om
Lee Pui Ling, Angelina 3 30000 30,000 0.00
Lee King Yue 4 42900 19.800 62,700 0.00
Fung Lee Woan King 5 1,000,000 1,000,003 0.05
W00 ¥a Biu, Jackson b 2000 2,000 000
Henderson Invasiment Lee Stau Kee 7 HT99% 2,076,089,007 2,110,868,943 69.27
Limited Lee Kz Kit 7 2076089007 2075,089.007 68.13
Lee Ka Shing 7 2,076,085,007 2,076,089,007 68.13
Li Ning 7 276,089,007 2076,089.007 88.13
Lea Tat Man 8 6,666 6,666 0.00
Lea King Yue 9 100173 1001,739 003
The Hong Kong and Lee Shay Kee 10 354891 2,428,6659%0 2432114741 404
{hina Gas Lee KaKit 10 2428.565,950 2,428,665,950 4008
Company Limited Lee Ka Shing 10 2,428,665,550 2428,665,950 40,08
Li Ning 10 2.428,665,950 2,428,665950 4008
Au Sl keg, Alexander 11 55,000 55,000 0.00
Hong Kong Ferry (Holdings)  Lee Shau Kee 12 7799220 11,732,090 119,531,310 3358
Company Limited Lee Ka kit 12 111,732.090 111,732,090 3%
Lee Ka Shing 12 111,732,090 111,732,090 KIk'
LiNing 12 11,732,090 M, 7320%0 N
Lam ¥z Yin, Colin 13 150,000 150,000 004
Fung Lee Woor King 14 465,100 465,100 013
Leung Hay Man 15 2,250 2250 000
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Ordinary Shares {unless otherwise specified) (continued)

Long Positions
Name of Neme of Personal “Family | Corporate {ther %
Company Direcler Interosts Interests | Interests Interests Interest
Miramar Hotel znd Lag Shau Kee 16 255,188,250 255,188,.25 #N
Investment Company, Leg Ka kit 16 255,188,250 255,188,250 421
Limited Leg Ka Shing 16 255,188,250 2535188,25%0 44.21
LENing 16 255,188,250 255,188,250 421
Woo Po Shing 17 2,705,000 2455000 5,160,000 0.89
Towngas China Lee Shau kee 18 850,202,901 850,202,901 439
Company Limited Lea KaKit 13 850,202,901 850,202,901 390
(formerty known Lee Kz Shing 18 850,202,901 850,202,901 439
as Panva Gas Li Ning 18 850,202,901 850,202,901 4390
Holdings Limited)
Henderson Development  Lea Shau Kee 19 8,190 8190 100,00
Limited (Ordinary {Ordinary
A Shares A Shargs)
Lee Shau Kee X 3510 3510 10000
iNon-voting {Non-voting
B Shares) B Shares)
Lee Shau Kea 2i 35,000,000 15,000,000 50,000,000 1000¢
(Non-voting {Nor-voting {Non-voting
Deferred Deferred Deferred
Shares) Shares) Sharas)
Lee Ka Kit 12 8,190 8190 10000
{Ordinary {Ordinary
A Shares) AShares)
LeeKaKit X 3510 3510 100.00
(Non-voting {Nomwoting
8 Shares) B Shares)
Lee Ka Kit il 15,000,000 15,000,000 3000
{Non-voring {Non-voting
Deforred Deferred
Shares) Shares)
Lee Ka Shing 9 319 8,1%0 100:00
(Orcfinary {Ordinary
AShares) A Shares)
Lee Ka Shing P.d] 3510 3510 100.00
{Non-voting {Non-voting
B Shares) 8 Shares)
Lee Ka Shing 2 15,000,000 15,000,000 000
(Non-voting {Non-voting
Deferred Deferred
Sharas) Shares)
LiNing 19 L] 8190 00.00
{Qrdinary (Ortinary
ASharas) A Shares)
LiNing 0 3510 3510 10000
(Non-votirg {Nor-voting
B Shares) B Shares)
LiNing 21 15,000,000 15,000,000 000
{Nan-voting {No-voting
Deferred Defemed
Shares) Shares)
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Ordinary Shares [unless otherwise specified) {continued)
Long Positions

Name of Nafne of Persoml Family 1 Corporale Gither %
Company Dilclm . Nole Interests Intercsts i Inlerests Interests Total Interest
Best Homes Limited Lee Shau Kee /) 26,000 26,000 100,00
Lee Ka Kit 2 26,000 26,000 100.00
Le Ka Shing 2 26,000 26000 100.00
Li Ning n 26,000 26,000 10000
China Investment Group WOe Ka Biu, Jackson ki 16,000 16,000 533
Limited
Drinkwater Investment Leung Hay Man 2 5,000 5,000 449
Limite W00 Po Shing 5 3250 3250 29
Feswin lnvestment Limited ~ Lee Ka Kit % 5,000 5,000 10,000 100.00
Fordley lnvestment timited  Fung Lee Woon King 7 2,000 2,000 2000
(Gain Base Development Fung Leg Woon King 28 0 90 500
Lirmited
Henfield Properties timited ~ Lee Xa Kit 2% 4,000 6,000 10,000 100.00
Heyield Estate Limited Lee Shas Kee Kl 00 100 10000
Lee Ka kit ki 100 100 100.00
Lee Ka Shing K] 00 100 10000
Ui Ning 0 100 100 100.00
Maxfine Development Lee Kakit N 3,050* 3,050 3,050 BB
Limited
Parlin Development Limited  Lee KaKit 74 5 5 10 10000
Pettystar Investment Lge Shau Kee kil 3240 3240 80.00
Limited Lee Kn Kit B 3240 320 80.00
Lee Ka Shing B 3240 3240 8000
LiNing 3 3240 3,240 8000
Quickcentre Properties Lee Ka it k. 1 1 2 100.00
Limited
Shellson Internationat Lee K Kit X% % 75 100 100.00

Limited

*  relate to the same shares

Save as disciosed above, none of the Directors or the Chief Executive of the Company or their associates had any interests or shoit
positions in any shares, underlying shares or debentures of the Company or any of its associated corporations as defined in the SFO.

Share Option Schemes

The Company and its subsidiaries have no share option schemes,

Arrangements to Purchase Shares or Debentures

At no time during the year ended 30 June 2007 was the Company or any of its holding companies, subsidiary companies or fellow
subsidiaries a party to any arrangement to enable the Directors of the Company to acquire bensfits by means of the acquisition of shares
in, or debentures of, the Company or any other body corporate.
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Substantial Shareholders’ and Others’ Interests

As at 30 June 2007, the interests and short positions of every person, cther than Directors of the Company, in the shares and underlying
shares of the Company as recorded in the register required to be kept under Section 336 of the SFO were as follows;

Long Positions

No: of sharestin ~*

which interasted

Substantial Shareholders:

Rimmer {Cayman) Limited (Note 1) 1.122,938,300 57.81
Riddick (Cayman) Limited (Note 1) 1,122,938,300 57.81
Hopkins (Cayman) Limited (Note 1) 1,122,938,300 57 81
Henderson Development Limited (Note 7) 1,122,745,800 57.80
Yamina Investment Limited (Note 7) 538,437,300 2772
Believegood Limited {Note 1) 222,045,300 11.43
South Base Limited (Note 1) 222,045,300 11.43

Person other than Substantial Shareholders:

Cameron Enterprise Inc. (Note 1) 145,090,000 7.47
Third Avenue Management LLC on behalf of numerous portfolios 136,450,100 7.02
Third Avenue Management LLC on behalf of the Third Avenue value Fund (Note 38) 103,328,000 5.32
Notes:

1.

Of these shares, (i) 570,743,800 shares were owned by Henderson Development Limited ("HD"); (i) 7,962, 100 shares were owned by Sandra
investment Limited which was a wholly-owned subsidiary of HD; (iii) 145,090,000 shares were owned by Cameron Enterprise Inc.,; 222,045,300
shares were owned by Believegood Limited which was wholly-owned by South Base Limited, 41,302,000 shares were owned by Prosglass
investment Limited which was wholly-owned by Jayasia Investments Limited; 55,000,000 shares were owned by Fancy Eye Limited which was
wholly-owned by Mei Yu Ltd.,; 55,000,000 shares were owned by Spreadral Limited which was wholly-owned by World Crest Lid.; and Cameron
Enterprise Inc., South Base Limited, jayasia Investments Limited, Mei Yu Ltd. and World Crest Ltd. were wholly-owned subsidiaries of Yamina
investment Limited which in turn was 100% held by HD; (v} 5,602,600 shares were owned by Superfun Enterprises Limited, a wholly-owned
subsidiary of The Hong Kong and China Gas Company Limited (“China Gas”} which was 38.55% heid by Henderson investment Limited (“HI"),
HI was 67.94% held by Henderson Land Developrment Company Limited (“HL"} which in turn was 57.80% held by HD; and {) 192,500 shares
were owrnied by Fu Sang Company Limited (“Fu Sang”). Hopkins (Cayman) Limited ("Hopkins”) as trustee of a unit trust (the "Unit Trust”) owned
alf the issued ordinary shares of HD and Fu Sang. Rimmer (Cayman) Umited (“Rimmer”} and Riddick (Cayman) Limited ("Riddick"), as trustees
of respective discretionary trusts, held units in the Unit Trust, The entire issued share capital of Hopkins, Rimmer and Riddick were owned
by Dr. Lee Shau Kee. Dr. Lee Shau Kee was taken to be interested in these shares by virtue of the Securities and Futures Ordinance {"SFO”).
As directors of the Company and discretionary beneficiaries of two discretionary trusts holding units in the Unit Trust Mr. Lee Ka Kit and Mr.
Lee Ka Shing were taken to be interested in these shares by virtue of the SFO. As director of the Company and the spouse of a discretionary
beneficiary of two discrationary trusts holding units in the Unit Trust, Mr. Li Ning was taken to be interested in these shares by virtue of the
SFO.

Mr. Lee Tat Man was the beneficial owner of these shares.

Mrs. Lee Pui Ling, Angeling was the beneficial owner of these shares.
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Mr. Lee King Yue was the beneficial owner of 42,900 shares, and the remaining 19,800 shares were heid by Ngan Hef Development Company
Limited which was 50% each owned by Mr. Lee King Yue and his wife,

Madam Fung Lee Woon King was the beneficial owner of these shares.
These shares were owned by the wife of Mr. Woo Ka Biu, Jackson.

Of these shares, Dr. Lee Shalt Kee was the beneficial owner of 34,779,936 shares, and for the remaining 2,076,08%,007 shares, (i) 802,854,200
shares, 602,398,418 shares, 363,328,900 shares, 217,250,000 shares and 84,642,341 shares were respectively owned by Banshing investment
Limited, Markshing investment Limited, Covite Investment Limited, Gainwise Investment Limited angd Darnman Investment Limited, ait of
which were wholly-owned subsidiaries of Kingslee 5.A. which in turn was 100% held by HL, and (i) 5,615, 148 shares were owned by Fu Sang.
Dr. Lee Shau Kee was taken to be interested in HL and Fu Sang as Set out in Note 1 and HI Dy virtue of the SFO. As directors of the Company
and discretionary beneficiaries of two discretionary trusts holding units in the Unit Trust, Mr. Lee Ka Kit and Mr. Lee Ka Shing were taken to be
interested in these shares by virtue of the SFO. As director of the Company and the spouse of a discretionary beneficiary of two discretionary
trusts holding units in the Unit Trust, Mr. Li Ning was taken to be interested in these shares by virtue of the SFO.

Mr. Lee Tat Man was the beneficial owner of these shares.
Mr. Lee King Yue was the beneficial owner of these shares.

Of these shares, Dr. { ee Shau Kee was the beneficial owner of 3,548,791 shares, and for the remaining 2,428,665,950 shares, (i) 1,274,927,055
shares and 532,647,502 shares were respectively owned by Disralei investment Limited and Mediey Investment Limited, both of which were
wholly-owned subsidiaries of Timpani Investments Limited which was 100% held by HI; (i) 528 200,540 shares were owned by Macrostar
fnvestment Limited, a wholly-owned subsidiary of Hi; (i) 4,363,119 shares were owned by Bolgwin Enterprises Limited, a wholly-owned
subsidiary of Yamina Iinvestment Lirmited which was 100% heid by HD; and (iv} 88,527,734 shares were owned by Fu Sang. Dr. Lee Shau Kee
was taken to be interested in Hi, HD and Fu Sang as set out in Notes 1 and 7 and China Gas by virtue of the SF0. As directors of the Company
and discretionary beneficiaries of twe discretionary trusts holding units in the Unit Trust, Mr. Lee Ka Kit and Mr. Lee Ka Shing were taken to be
interested in these shares by virtue of the SFQ. As director of the Company and the spouse of a discretionary beneficiary of two discretionary
trusts holding units in the Unit Trust, Mr. Li Ning was taken to be interested in these shares by virtue of the SFQ.

These shares were owned Dy the wife of Mr. Au Siu Kee, Alexander.

Of these shares, Dr. Lee Shau Kee was the beneficial owner of 7,799,220 shares, and for the remaining 111,732,090 shares, (i) 23,400,000
shares each were respectively owned by Graf Investment Limited, Mount Sherpa Limited and Paillard investment Limited, alf of which were
wholly-owned subsidiaries of Pataca Enterprises Limited which in turn was 100% held by HL; and {ii) 41,532,090 shares were held by Wiselin
investment Limited, & whoily-owned subsidiary of Max-mercan investment Limited, Max-mercan Investment Limited was wholly-owned
by Camay Investment Limited which in turn was 100% held by HL. Dr. Lee Shau Kee was taken to be interested in HL as set out in Note 1
and Hong Kong Ferry (Hofdings) Company Limited by virtue of the SFO. As directors of the Company and discretionary beneficiaties of two
discretionary trusts holding units in the Unit Trust, Mr. Lee Ka Kit and Mr. Lee Ka Shing were taken to be interested in these shares by virtue of
the SFO. As director of the Company and the spouse of a discretionary beneficiary of two discretionary trusts holding units in the Unit Trust,
Mr. Li Ning was taken to be interasted in these shares by virtue of the SFO.

Mr. Lam Ko Yin, Colin was the beneficial owner of these shares.
Madam Fung Lee Woon King was the beneficial owner of these shares.
Mr. Leung Hay Man was the beneficial owner of these shares.

Of these shares, 100,612,750 shares, 79,121,500 shares and 75,454,000 shares were respectively owned by Higgins Holdings Limited,
Multiglade Holdings Limited and Threadwell Limited, all of which were wholly-owned subsidiaries of Aynbury nvestments Limited which
i turn was 100% heid by HL Or. Lee Shau Kee was taken to be interested in HL as set out in Note 1 and Miramar Hotel and Investment
Company, Limited by virtue of the SFO. As directors of the Company and discretionary beneficiaties of two discretionary trusts holding units in
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the Unit Trust, Mr. Lee Ka Kit and Mr. Lee Ka Shing were taken to be interested in these shares by virtue of the SFG. As director of the Company
and the spaouse of a discretionary beneficiary of two discretionary trusts holding units in the Unit Trust, Mr, Li Ning was taken to be interested
in these shares by virtue of the SFO.

Of these shares, Sir Po-shing Woo was the beneficial owner of 2,705,000 shares, and the remaining 2,455,000 shares were held by Fong Fun
Company Limited which was 50% owned by Sir Po-shing wWoo.

These shares were owned by Hong Kong & China Gas (China) Limited, @ wholly-owned subsidiary of China Gas. Dr. Lee Shaut Kee was taken
to be interested in China Gas as set out in Note 10 and Towngas China Company Limited by virtue of the SFO. As directors of the Company
and discretionary beneficiaries of two discretionary trusts hoiding units in the Unit Trust, Mr. Lee Ka Kit and Mr. Lee Ka Shing were taken to be
interested in these shares by virtue of the SFO. As director of the Company and the spouse of a discretionary beneficiary of two discretionary
trusts hofding units in the Unit Trust, Mr. Lf Ning was taken to be interested in these shares by virtue of the SFO.

These shares were held by Hopkins as trustee of the Unit Trust.
These shares were held by Hopkins as trustee of the Unit Trust.
Of these shares, Dr. Lee Shau Kee was the beneficial owner of 35,000,000 shares, and Fu Sang owned the remaining 15,000,000 shares.

Of these shares, () 10,400 shares were owned by HL, (if) 2,600 shares were owned by HD; and (iiiy 13,000 shares were owned by Manifest
Investments Limited which was 50% held by Wealth Sand Limited which in turn was 70% held by Firban Limited. Firban Limited was 50% held
by each of Perfect Bright Properties Inc. and Furnline Uimited, both of which were wholly-owned subsidiaries of fetwin International Limited.
Triton (Cayman) Limited as trustee of a unit trust owned all the issued share capital of Jetwin International Limited. Triumph (Cayman) Limited
and victory (Cayman) Limited, as trustees of respective discrationary trusts, hreld units in the unit trust. The entire share capital of Triton
{Cayman) Limited, Trivrmph {Cayrman) Limited and Victory (Cayman) Limited were awned by Dr. Lee Shau Kee who was taken to be interested
in such shares by virtue of the SFQ. As discretionary beneficiaries of the discretionary trusts holding units in such unit trust, Mr. Lee Ka Kit
and Mr. Lee Ka Shing were taken to be interested in such shares by virtue of the SFO. As the spouse of a discretionary beneficiary of the
discretionary trusts holding units in such unit trust, Mr. Li Ning was taken to be interested in such shares by virtue of the SFO.

These shares were held by Peari Assets Limited which was 60% owned by Mr. Woo Ka Biu, Jackson.
These shares were held by Gilbert Investment In¢. which was wholly-owned by Mr, Leung Hay Man.

These shares were held by Coningham investmernit Inc. which was wholly-owned by Fong Fun Investment inc. of which 50% was owned by Sir
Po-shing Woo and 50% by his wife.

Of these shares, (i) 5,000 shares were awned by Applecross Limited which was wholly-owned by Mr, Lee Ka Kit, and (i) 5,000 shares were
owned by Henderson (China) Investment Company Limited, a wholly-owned subsidiary of Andcoe Limited which was wholty-owned by
Henderson China Holdings Limited (“HC"), an indirect wholly-owned subsidiary of HL.

Madam Fung Lee Woon King was the beneficial owner of these shares.
Madam Fung Lee Woon King was the beneficial owner of these shares.

Of these shares, (i) 4,000 shares were owned by Applecross Limited which was wholly-owned by Mr. Lee Ka Kit; and (i) 6,000 shares were
owried by Henderson (China) Investment Company Limited, a wholly-owned subsidiary of Andcoe Limited which was wholly-owned by HC.

Of these shares, (i) 80 shares were owned by Tactwin Development Limited, a wholly-owned subsidiary of HL, (i)} 10 shares were owned by
Henderson Finance Company Limited, a whotly-owned subsidiary of HD; and (i) 5 shares each were owned by Perfect Bright Properties inc.
and Furnline Limited, both of which were wholly-owned subsidiaries of Jetwin international Limited.

These shares were owned by Quickcentre Properties Limited which was 50% each owned by Applecross Limited which was wholfy-owned by
M. Lee Ka Kit and Henderson (China) Investrernit Company Limited, & wholly-owned subsidiary of Andcoe Limited which was wholly-owned by
HC.
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32 Of these shares, () 5 shares were owned by Heleken Development Limited which was wholly-owned by Mr. Lee Ka Kit; and (if) 5 shares were
owned by Henderson (China} investment Company Limited, a wholly-owned subsidiary of Andcoe Limited which was wholly-owned by HC.

33 Of these shares, {i} 3,038 shares were owned by Hi, and (i) 202 shares were owned by Allied Best Investrent Limited which was 50% held by
each of Perfect Bright Praperties Inc. and Furnline Limited, both of which were wholly-owned subsidiaries of Jetwin international Limited,

34. Of these shares, (i} 7 share was owned by Applecross Limited which was wholly-owned by Mr. Lee Ka Kit; and (i) 1 share was owned by
Henderson (China) investment Company Limited, a wholly-owned subsidiary of Andcoe timited which was wholly-owned by HC,

35 Of these shares, (i} 25 shares were owned by Shine King International Limited which was wholly-owned by Mr. Lee Ka Kit; and (i) 75 shares
were owned by Henderson (China) investment Company Limited, a wholly-owned subsidiary of Andcoe Limited which was wholly-owned by
HC.

36. These shares formed part of the 136,450, 100 Shares held by Third Avenue Management LLC on behalf of numerous portfolios.

Interests in Contracts, Connected Transactions and Discloseable Transaction

During the year under review, the Group entered into the following transactions and arrangements as described below with persons who
are “connected persons” for the purposes of the Rules Governing the Listing of Securities {"Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the "Hong Kong Stock Exchange™ and discloseshle transaction as defined under the Listing Rules:

(1 (0 Henderson Real Estate Agency Limited, a wholly-cwned subsidiary of the Company made advances from time to time to
Henderson Investment Finance Limited, a wholly-owned subsidiary of Henderson Investment Limited (“Henderson Investment”),
with interest chargeable on the balances outstanding from time o time based on Hong Kong inter-bank Offered Rate {"HIBOR"}
quoted by banks. As at 30 June 2007, an amount of approximately HK$1,653.2 million was dug by Henderson Investment
Finance Limited to Henderson Real Estate Agency Limited.

(i) Henderson Finance Company Limited made advances from time o time to Henderson Real Estate Agency Limited, Choiform
Limited, Jetkey Development Limited and Perfect Grend Development Limited, subsidiaries of the Company, with interest
chargeable on the balances outstanding from time to time based on HIBOR quoted by banks. As at 30 June 2007, the amounts
of approximately HK$2,031.9 million, HK$41.3 milffion, HK$26.1 million and HK$125.3 million were due by Henderson Real
Estate Agency Limited, Choiform Limited, Jetkey Development Limited and Perfect Grand Development Limited respectively to
Henderson Finance Company Limited, which have been included in the accounts under “"Amount due to a fellow subsidiary”.

(i Henderson Real Estate Agency Limited made advances from time to time to Shellson International Limited, a non-wholly owned
subsidiary (which became a wholly-owned subsidiary on 3 August 2007) of Henderson China Holdings Limited {"Henderson
China™), with interest chargeable on the balances outstanding from time to time based on HIBOR quoted by banks. As at 30
June 2007, an amount of approximately HK$181.2 mitlicn was due by Shellson International Limited to Henderson Real Estate
Agency Limited.

{ivy Henderson Finance Company Limited made advances from time to tme o Shellson International Limited with interest
chargeable on the balances outstanding from time to time based on HIBOR quoted by banks except for an interest free foan of
HK$200.0 million. As at 30 June 2007, an amount of approximately HK$222.6 million was due by Shellson International Limited to
Henderson Finance Company Limited, which has been included in the accounts under "Amount due to a fellow subsidiary™.

(v) Agreements for the management and construction of the properties of certain owner companies {the "Owner Companies”}
indirectly contrclled by the Private Group {(as defined hereafter} entered into by the Owner Companies (including the Henderson
Development Limited group) with each of Hendersen Real Estate Agency Limited and the subsidiaries of E Man Construction
Company Limited, two wholly-owned subsidiaries of the Company, still subsisted at the financial year end.
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{2) At the extraordinary general meeting of the Company held on 22 June 1998, an ordinary resolution was passed by the independent
shareholders of the Company to approve, inter alia, the provision of leasing agency and property management services by the Group
(the "Agency and Management Services”) in respect of the commercial development and carparks of Metro City Plaza and Sheung
Shui Centre, the property interests (collectively “Property Interests”) of which are represented by shares held by Champion York
Limited which was then a wholly-owned subsidiary of Henderson Development Limited. The aggregate amount of the Agency and
Management Services as approved by the independent shareholders shall not exceed HK$4S million per annum.

|
|
|
‘ The Hong Kong Stock Exchange has granted a waiver to the Company from strict compliance with the connected transaction
requirements under the Listing Rules applicable to the Agency and Management Services on the basis that:

M (a8 the Agency and Management Services are entered into by the Group in the ordinary and usual course of its business
and the aggregate amount received per annum by the Group thereunder will not exceed HK$45 million: {the "Aggregate
Amount™);

by the Agency and Management Services are entered into on normal commercial terms that are fair and reasonable so far
as the Independent Sharehelders are concerned; and

{c) details of the Agency and Management Services are to be disclosed in the Company’s next and subsequent published
annual report in accordance with the Listing Rules;

(i) a Committee of the Independent Non-executive Directors of the Company shall review annually the Agency and Management
Services and confirm in the Company's annual report whether the Agency and Manzagement Services are conducted in the
manner as stated in paragraph (i) above; and

(i) the Auditors of the Company shall review annually the Agency and Management Services and provide the Directors with a
letter, with a copy to the Hong Kong Stock Exchange, confirming that the Agency and Management Services (a) have received
approval from the Board; (b) have been transacted in accordance with the pricing policies as stated in the Company’s annual
report for the period; and (c) have been entered into in accordance with the terms of the agreement(s} governing the Agency
and Management Services or, where there is no agreement, on terms no less favourable than terms available to (or from, as
appropriate} independent third parties.

On 21 December 2006 (the “Cessation Date”), the Property Interests were disposed of by the relevant connected oersons of
the Company to Sunlight Real Estate Investment Trust {“Sunlight RET™), for which the provision by the Group of the Agency and
Management Services ceased on the Cessation Date, For the period from 1 July 2006 to the Cessation Date, the aggregate amount
received by the Group in respect of the Agency and Management Services which were based on normal commarcial terms, was
approximately HX$17 million.

A Committee of Independent Non-executive Directors of the Company has reviewed and confirmed that the Agency and
Management Services have been entered into by the Group in accordance with the waiver conditions granted by the Hong Kong
Stock Exchange as stated in paragraph (i) above.

The Auditors of the Company have also confirmed that the Agency and Management Services have been conducted in the manner
as stated in paragraph {iiiy above and have not exceeded the Aggregate Amount.

Or. Lee Shau Kee, Mr. Lee Ka Kit and Mr. Lee Ka Shing were taken to be interested in the transactions and contracts referred to in
(1) and (2) above as a director (and as more particularly described in the section "Disclosure of Interests” above) of the Company’s
subsidiaries, Henderson Investment and Henderson China and the Company's ultimate holding company, Henderson Development
Limited and they were also directors of Shau Kee Financial Enterprises Limited. Mr. Li Ning was taken to be interested in the
transactions and contracts referred to in {1) and {2) above as a director (and as more particularly described in the section "Disclosure
of Interests” above) of the Company’s subsidiary, Henderson Investment. Mr. Lee Ka Kit was further interested in the transactions
referred to in (1){iii) and (iv) above as a director and indirect shareholder of Shellson International Limited.
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Mr. Lee Ka Kit, through companies owned or controlled by him, had interests in five companies as at 30 June 2007, in which
Henderson China was interested and through which Henderson China held interests in five projects. Mr. Lee had 25 per cent interest
in Sheflson Internationa!l Limited holding the Beijing Henderson Centre, 50 per cent interest in Perlin Development Limited holding
the Shanghai Skycity, 50 per cent interest in Quickcentre Properties Limited holding Lot 433 of Yanan Road Waest, 50 per cent interest
in Feswin investment Limited holding Lot 470 of Wanping Road South and 40 per cent interest in Henfield Properties Limited holding
Lots 406-2, 406-3 and 406-4 of Hengfeng Road, with the remaining interests owned by members of the Henderson China Group. Mr.
Lee Ka Kit is a Director of the Company.

Mr. Lee Ka Kit agreed to pravide and had provided finance in the form of advances to these companias in proportion te his equity
interests in these companies. An agreement entered into between Henderson China and Mr, Lee Ka Kit on 15 March 1996 provided
that all existing anc future advances made by Henderson China and Mr. Lee Ka Kit to these companies would be unsecured, on
the same basis and at the same interest rate ar without interest. As at 30 June 2007, the advances made by Mr. Lee Ka Kit to the
Henderson China Group's non wholly-owned subsidiaries and associates amounted to approximately HK$398.4 million and HK$536.2
million respectively and from i January 2003 to 30 June 2007, no interest on the advances made by Mr. Lee Ka Kit 1 the associates
was charged,

0On 3 August 2007, Mr. Lee Ka Kit disposed of his equity interests in Shellson International Limited, Perlin Development Limited and
Quickcentre Properties Limited and assigned the advances made tc these companies to Henderson China Group. Further details of
such disposals are set out in (6)iii} below.

As disclosed in the Company’s announcement dated 2 April 2004 (the “Announcement™), Beijing Henderson Properties Co,, Ltd., in
which Henderson China, a subsidiary of the Company, had an atiributable 75% interest, on 30 March 2004 eniered into a Tenancy
Agreement with Beijing Henderson Yansha Department Store Limited Company (the “Tenant”), in which Mr. Li Siu Nam had an 80%
interest, for the leasing of certain shop premises from 1st floor to 3rd floor of the shopping mall of Henderson Centre in Beijing,
the People’s Republic of China, for a term of three years at the monthly rent being an amount equal to 8% of the Tenant's monthly
turnover. Under the tenancy agreement, the Tenant was entitled to a rent-free period of 6 months. Mr. Li Siu Nam is the brother of
Dr. Lee Shau Kee, the chairman of the Company, As Mr, Li Siu Nam is a connected person of the Company, the Tenancy Agreement
caonstituted a continuing connected transaction of the Company under the Listing Rules and expired on 30 March 2007 (the “Tenancy
Expiry Date”). For the period from 1 July 2006 0 the Tenancy Expiry Cate, Beijing Henderson Properties Co., Ltd. received a total rental
income of HK$3.3 million in respect of the tenancy of the said premises.

The Directors (including Independent Non-executive Directors) of the Company considered that the Tenancy Agreement was
negotiated on an arm’s length basis and was entered into on normal commercial terms and in the ordinary course of business of
Beijing Henderson Properties Co., Ltd. and Beijing Henderson Yansha Department Store Limited Company and the terms of the
Tenancy Agreement were fair and reasonable for Beijing Henderson Properties Co., Ltd.

A Committee of Independent Non-executive Directors of the Company has reviewed and confirmed that the transaction referred
to above is (a) in accordance with the terms of the agreement relating to the transaction in question; (&) in the ordinary and usual
course of business of the Group; {¢) on nermal commercial terms or on terms no less favourable than terms available to (or from,
as appropriate) independent third parties; and (d) fair and reasonable and in the interests of the shareholders of the Company as a
whole.

The Auditors of the Company have also confirmed that the transaction (a} has received the approval of the Board; (b) is in accordance
with the pricing policies of the Group; {c} has been entered into in accordance with the relevant agreements governing the continuing
connected transactions; and (d) has not exceeded the estimated maximum annual rental as stated in the Announcement.
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{5) During the year, the Group made advances 10 the following non wholly-owned subsidiaries and associates as unsecured working
capita! repayable on demand:

Best Homes Limited

Chaiform Limited

Crown Truth Limited

Feswin Investment Limited

Gain Base Development Limited
Hang Seng Quarry Company Limited
Harvest Development Limited
Henfield Properties Limited

Lane Success Development Limited
Perlin Development Limited
Pettystar Investment Limited
Quickcentre Properties Limited
Shelison International Limited

Certain Directors of the Company or its subsidiaries have interests in the above companies. Both the Group and such Directors’
associates made advances in proporiion to their equity interests in the companies. The atvances made by the Group and the
Directors’ associates to the individual companies listed above were either both interest-bearing on identical normal commeicial
terms or both without interest.

(&) The Company had the following connected/continuing connected transactions, each of which, as disclosed by way of
announcernent, was subject to the reporting and announcement requirements but exempt from independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules since each of the applicable percentage ratios was less than 2.5%:

(i)  As disclosed in the announcement dated 2 December 2006, having regard to the structure of Sunlight REIT and the series
of transactions between Sunlight REIT and both the Company and Henderson Investment and between Sunlight REIT and
connected persons of the Company {i.e. the companies controlled by private trusts of the family of Dr. Lee Shau Kee (the
"Private Group”)), the Hang Kong Stock Exchange exercised its power pursuant to Rules 14A.06 and 14A.11(4)a) of the
Listing Rules to deem Sunlight REIT to be a connected person of the Company and Henderson Investment in relation to their
respective disposals of certain property interests o Sunlight REIT as more particularly described in the said announcement (the
“Disposals”) and the transactions with Sunlight REIT leading to the establishment of Sunlight REIT and the initial public offering
in Hong Kong and the international placement of units of Sunlight REIT (collectively the "Offering”).

The transactions contemplated under the following contracts entered into between the Group and Suniight REIT ¢n or about
2 December 2006 constituted connected transactions of the Company:

(@ the sale and purchase agreements in respect of the Disposals and the sale by the Group of certain properties to the
Private Group as more particularly described in the said announcement at an aggregaie consideration of approximately
HK$1,099.3 million. Pursuant thereto, on 21 December 2006, the Group entered into (i) deeds of tax covenant with Sunlight
REIT to covenant to make payments tc it in respect of certain tax liabilities; and (i) a deed of indemnity and undertaking in
relation to certain fire safety improvement directions and notice in respect of & property comprised in the Disposals;

{b} the novaticn agreement under which the Group agreed to novate to Sunlight REIT the rights and obligations of an interest
rate swap entered into by the Group {which had the effect of hedging part of Sunlight REIT's exposure to floating rates of
interest under a credit facility of the Sunlight REIT group) at 8 ¢onsideration of HK$1.00;
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{c}  the deeds of adjustment payments under which the Group {including Henderson Investment} agreed to make adjustment
payments to Sunlight REIT equal to 15.3% of the amount by which the total rental income, together with any proceeds of
loss of rental insurance claims, from such properties relating to the Disposals and the disposals of property interests by
the Private Group to the Sunlight REIT group is less than the assured minimum rental per annum of HK$405.4 million {on a
pro rata basis in respect of the period from 21 December 2006 until 30 Iune 2007), HK$429.4 million {in respect of the year
ending 30 June 2008) and HK$454.9 million ¢n respect of the year ending 30 June 2009);

(ch  the deecs of distribution per unit guarantee under which the Group {including Henderson Investment) guaranteed to pay
t0 Sunlight REIT 15.3% of the shortfall if the distributions per unit of Sunlight REIT during each financial year up to 30 June
2009 are less than HK$0.2208 per unit {prorated for the period from 21 December 2006 to 30 June 2007);

{e} the subscription agreement in respect of the Group agreeing to subscribe for 4.5% of the units of Sunlight REIT at a price
per unit equal to the issue price per unit of Sunlight REIT under the Cifering; and

{h  the deed of distribution weiver in respect of the Group agresing to waive its entitlement to receive from Sunlight REIF
distributions in respect of the units of Sunlight REIT initially subscribed by it to the extent of 100% of such units from 21
December 2006 t0 30 June 2009, 60% of such units for the year ending 30 June 2010 and 50% of such units for the year
ending 30 June 2011.

As disclosed in an announcement dated 6 July 2007, Henderson Real Estate Agency Limited (“HREAL") and Heng Lai
Construction Company Limited ("Heng Lai"), both wholly-owned subsidiaries of the Company, entered into the project
manzagement agreement (the "Project Management Agreement”) and the prime cost contract {the “Prime Cost Contract”)
respectively with Bright Gold Limited ("Bright Gold"} on é July 2007, in respect of the proposed residential development
comprising two blocks of highrise residential tuildings, five blocks of lowrise residential buildings and ancliiary car parking
spaces at Sha Tin Town Lot STTL 539, New Territories, Hong Kong (the “Development”).

The Project Management Agreement stipulated the provision by HREAL of full project management services, project sale, sales
management, marketing services and the procurement by HREAL of the provision of estate and building management services
for the Development for respeciive periods not exceeding three years at the fees receivable by the Group as disclosed in the
announcement. The Prime Cast Contract related to the appeintment of Heng Lai as main cantractor for three years from & July
2007 to construct and complete the Development at the main contractor fees together with payments for construction works
performed and/or materials supplied by the Group as disclosed in the announcement.

It was anticipated that the annual aggregate amounts receivable by the Group for each of the three years commencing from
& Iuly 2007 shall not exceed:

(@ for the Project Management Agreement, HK$60.0 million; and
(b for the Prime Cost Contract, HK$35.0 million.

Since Dr. Lee Shau Kee (being the Chairman of the Board and an executive Director of the Company) had a 00% deemed
interest under the Listing Rules in the issued capital of Bright Gold {being & company indirectly controlled by the private trust of
the family of Dr. Lee Shau Kee}, Bright Gold was a cannected person of the Company under the Listing Rules.

The entering inta of the Praject Management Agreement by HREAL and the Prime Cost Gontract by Heng Lai constituted
continuing connected transactions of the Company subject to the annual review and reporting requirements under the Listing
Ru'es.
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(i) As disclosed in the announcement dated 3 August 2007, the Group as purchaser entered into two acquisition agreements
on 3 August 2007 for the purposas of (1) the acquisition of 100% interest in Amanwana Limited together with the relevant
shareholders’ loans from Mr, Lee Ka Xit and Well Line Development Limited as vendors; and (2) the acquisitions of 25% interest
in Shellson International Limited, 50% interest in Perlin Develapment Limited and 50% interest in Quickcentre Froperties Limited
together with the relevant shareholders’ loans from Mr. Lee Ka Kit as vendor, at an aggregate consideration of HK$2,081.6
million subject 10 the adjustments as stated in the acquisition agreements (collectively, the "Acquisitions”). The Acguisitions
comprised certain interests in a piece of land with a total site area of approximately 107,306 square feet at Lot N0.155, Nanjing
Road East, Huangpu District, Shanghai, the People’s Republic of China ("PRC*), a commercial podium plus a car park basement
and apartment and office towers in Dongcheng District, Beijing and certain other properties in Beijing and Shanghai, the PRC.

Mr. Lee Ka Kit is the Vice-Chairman and an executive director of the Company and well Line Development Limited is a wholty-
owned subsidiary of Henderson Development Limited which is a substantial shareholder of the Company (thus both are
connected persons of the Company), the entering inte of the said agreements constituted connected transactions for the
company.

{iv) As disclosed in the joint announcement dated 29 August 2007, Uniland Development Limited ("UDL"), a wholly-owned
subsidiary of Henderson Investment entered into the sale and purchase agreement as the purchaser with seven vendors on
29 August 2007 for the acquisition of 35.94% interest, being all the remaining interest in China Investment Group Limited ("CIG"),
the principal business activities of which (including its subsidiaries) are investment holding and the infrastructure business, at a
total consideration of HX$145.02 million.

Among the vendors, (a) Wang Ying Wai was a director of CIG, a subsidiary of the Company and Henderson Investment; (o) both
Gem Gain Enterprises Limited and Greyhound Investments L.P. were substantial shareholders (each bolding 10% interest) of
CIG; (c) Pear] Assets Limited was a company controlled by Jackson Woo Ka Biu who was a director of CIG and an alternate to
Woo Po Shing, a director of both the Company and Henderson Investment; and (d) each of Sino Grand Investments Limited
and welson Investrment Limited was a company controlled by Wong Ying Wai and Choi Koon Shum respectively, each being a
director of CIG, and was therefore an associate of a director of a subsidiary of the Company and Henderson investment. Each
of the vendors mentioned in (@) to {d) above was therefore a connected person of the Company and Henderson Investment
within the meaning of the Listing Rules. The relevant transaction therefore constituted a connected transaction for each of
the Company and Henderson Investment for the purpose of the Listing Rules. The aggregate consideration paid to the said
cannected persons amounted to HK$134.26 million.

(7} As disclosed in the announcemeni daied 27 March 2007, the Company and Henderson Investment entered int¢ an agreement on
the same day pursuant to which the Group acquired from the Henderscn Investment Group &ll the assets (other than the Remaining
Companies as defined in the said announcement} of the Hendersen Investment Group, including the property portfolio, the 31.36%
interest in Hong Kong Ferry (Holdings} Company Limited, and the 44.21% interest In Miramar Hotel and Investment Company, Limited
at an aggregate consideration of approximately HK$12,072.6 million (the “Acquisition”). The Acquisition constituted a discloseable
transaction as defined under the Listing Rules and a contract of significance under the applicable laws and a circular detailing the
Acquisition was dispatched by the Company to shareholders of the Company on 20 April 2007.

(8} The material related party transactions set out in note 37 to the accounts on pages 178 and 179 include transactions that constitute
connected/continuing connected transactions for which the disclosure requirements under the Listing Rules have been met.

Save as disclosed above, no ¢ther contracts of significance to which the Company, its holding company or any of its subsidiaries or fellow
subsidiaries was a party, and in which a Director of the Company had a material interest, subsisted at the year end or at any time during
the year.

112 Annual Report 2007
Henderson Land Development Company Limited

O




Report of the Directors

Directors’ Interests in Competing Business
Pursuant to Rule 8.10 of the Listing Rules, the interests of Directors of the Company in businesses which might compete with the Group
during the year ended 30 June 2007 and as at 30 June 2007 were as follows:

Or. Lee Shau Kee, the Chairman of the Company, and Mr. Lee Ka Kit, Mr. Lee Ka Shing and Mr. Li Ning, Directors of the Company, have
deemed interests and/or held directorships in companies engaged in the businesses of property investment, development and
management in Hong Kong and Mainland China. As those companies which might have competing businesses with the Group were
involved in the investment, development and management of properties of different types and/or in different locations, the Group,
maintaining three independent non-executive directors, has been operating independently of, and at arm’s length from, the businesses of
those companies.

Service Contracts

None of the Directors has a service coniract with the Company or any of its subsidiaries which is of a duration exceeding three years or
which is not determinable Dy the employer within one year without payment of compensation (other than statutory compensation).

Purchase, Sale or Redemption of the Company’s Listed Securities

Except for the share placernent in November 2006 by the Company, neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company's listed securities during the year under review.

Major Customers and Suppliers
For the financial year ended 30 June 2007;

(1} the aggregate amount of purchases attributable to the Group's five largest suppliers represented less than 30 per ¢ent of the Group's
total purchases.

(2) the aggregate amount of turnover attributable to the Group's five largest customers represented less than 30 per cent of the Group's
total turnover.

Management Discussion and Analysis

A management discussion and analysis of the Group's annual results is shown on pages 84 10 89.

Retirement Benefits Scheme

The Group’s Hong Kong employees participate in the Henderson Staff Provident Fund (the “Fund™), a defined contribution provident fund
scheme as defined in the Occupational Retirement Schemes Qrdinance or in another defined contribution scheme (the “Scheme”) as
mentioned below or in schermes {the “MPF Schemes”) registered under the Mandatory Provident Fund Scheme Ordinance ("MPFO™).

Contributions 10 the Fund are made by the participating employers at rates ranging from 4% to 6%, and by the employees at 2%, of the
employees’ basic monthly salaries. The portion of employers’ contributions to which the emptoyees are not entitied and which has been
forfeited shall not be used to reduce the future contributions of the participating employers.

As for the Scheme, contribut'ons are made by beth the employers and the employees at the rate of 5% of the employees” basic monthly
salaries. Forfeited contributions can be applied towards reducing the amount of future contributions payable by the employers. The
amount of {orfeited contributions of the Scheme utilised during the year was HK$1,630,000 (2006 HK$502,000). As at 30 June 2007, there
were no forfeited contributions that could be utilised to reduce the Group’s contributions to the Scheme (2006 Nil).

No employees of the Group were eligible to join the Fund or the Scheme on or after 1 December 2000.
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Employees of the Group who are not members of the Fund and the Scheme participate in the MPF Schemes. In addition to the minimum
benefits set out in the MPFO, the Group provides certain voluntary top-up benefits to employees participating in the MPF Schemes, The
portion of employer's contributions to which the employees are not entitled and which has been forfeited can be used by the Group to
reduce the future contributions. The total amount so utilised in the year ended 30 June 2007 was HK$647,000 (2006 HK$955,000) and the
balance available to be utilised as at 30 June 2007 was HK$38,000 (2006; HK$153,000).

The Group also participates in the state-organised pension scheme operated by the Government of the PRC for its PRC employees and
contributes a certain percentage of the employees’ covered payroll to fund the benefits.

The Group’s retirement costs charged to the profit and loss account for the year ended 30 June 2007 were HK$41,437,000 (2006
HK$36.,086,000).

Revolving Credit Agreement with Covenants of the Controlling Shareholders

As disclosed in the Company’s announcement dated 17 Sepiember 2004, a wholiy-owned subsidiary of the Company and a wholly-owned
subsidiary of Hendersen Investrment Limited (“Henderson Investment”), as several borrowers, have obtained a HK$10,000,000,000 revolving
credit facility that consists of a 5-year and a 7-year tranche in equal amounis {the “First Facility”) from a syndicate of banks under the
respective several guarantees given by the Company and Henderson Investment.,

In connection with the First Facility, it will be an event of default if the Company ceases to own and control at least 51 per cent of the
issued equity share capital of Henderson investment or if either the Company or Henderson Investment ceases to be ultimately controlled
by Dr. Lee Shau Kee and/or his family and/or companies controlled by any of them or any trust in which Cr. Lee Shau Kee and/or his
family and/or companies controlled by any of them are beneficiaries. If any event of default occurs, the First Facility may become dug and
payable on demand.

As also disclosed in the Company's announcement dated 26 July 2006, a wholly-owned subsidiary of the Company, as borrawer, has
obtained a HK$13,350,000,000 5-year revolving credit facility (the “Second Facility”} from a syndicate of banks under the guarantee given by
the Company.

In connection with the Second Facility, it will be an event of default if the Company ceases to be ultimately controlled by Or. Lee Shau Kee
and/or his family and/or companies controlled by any of them or any trust in which Dr. Lee Shau Kee and/ar his family and/cr companies
controlled by any of them are beneficiaries. If any event of default occurs, the Second Facility may become due and payable on demand.

Public Float

As at the date of this report, the Company has maintained the prescribed public float under the Listing Rules, based on the information that
is publicly available to the Company and within the knowledge of the Directors.
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Auditors

A resolution for the re-appointment of KPMG as Auditors of the Company is to be proposed at the forthcoming annual general meeting.

Corporate Governance

The Company’s corporate governance principles and practices are set out in the Corporate Governance Report on pages 92 to 98.

On behalf of the Board
Lee Shau Kee

Chairman

Hong Kong, 17 September 2007
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Executive Directors

Dr. the Hon. LEE Shau Kee gau, pBA (Hom, DSSc (Hony, LLD (Hor, aged 78, is the founder of the Company. He has been the Chairman
and Managing Director of the Company since 1976 and has been engaged in property development in Hong Kong for more than 50 years.
He is also the founder and the chairman and managing director of Henderson Investment Limited, the chairman oi The Hang Kong and
China Gas Company Limited and Miramar Hotel and Investment Company, Limited, the vice chairman of Sun Hung Kai Properties Limited as
well as a director of Hong Kong Ferry (Holdings) Compariy Limited and The Bank of East Asia, Limited. Dr. Lee was awarded Grand Bauhinia
Medal by the Government of the Hong Kong Special Administrative Region in 2007. Dr. Lee is a director of Rimmer (Cayman) Limited,
Riddick {Cayman} Limited, Hopkins (Cayman) Limited, Henderson Development Limited, Believegood Limited and Cameron Enterprise
Inc. which have discloseable interests in the Company under the provisions of the Securities and Futures Ordinance. He is the brother of
Mr. Lee Tat Man and Madam Fung Lee Woon King, the father of Ms. Lee Pui Man, Margaret, Mr. Lee Ka Kit and Mr. Lee Ka Shing and the
father-in-law of Mr. Li Ning.

LEE Ka Kit aged 44, National Cornmittee Member of Political Consultative Conference, PRC, has been an Executive Director of the
Company since 1985 and vice Chairman since 1993. He was educated in the United Kingdom and has been primarily responsible for the
development of the PRC business of Henderson Land Group since he joined the Company in 1985. Mr. Lee is also the vice chairman of
Henderson Development Limited ("Henderson Developrment”) and Henderson Investment Limited as well as a director of The Hong Kong
and China Gas Company Limited. Mr. Lee is a director of Henderson Development which has disclioseable interests in the Company under
the provisions of the Securities and Futures Ordinance. He is the son of Dr. Lee Shau Kee, the brother of Ms. Lee Pui Man, Margaret and
Mr. Lee Ka Shing and the brother-in-law of Mr. Li Ning.

LAM Ko Yin, Colin asc. acis, msimd, FoILT, aged 56, joined the Company in 1982 and has been an Executive Director since 1985 and Vice
Chairman since 1993, He holds a B.Sc. {Honours) degree from the University of Hong Kong and has over 34 years’ expetience in banking
and property development. He is also the chairman of Hong Kong Ferry {Holdings} Company Limited, the vice chairman of Henderscn
Investment Limited as well as a director of The Hong Kong and China Gas Company Limited and Miramar Hotel and Investment Company,
Limited. He is a member of the Court of The University of Hong Kong and is a Director of The University of Hong Kong Foundation for
Educational Development and Research Limited. Mr. Lam is a director of Rimmer {Cayman) Limited, Riddick {Cayman) Limited, Hopkins
(Cayman) Limited, Henderson Developrient Limited and Believegood Limited which have discloseable interests in the Company under the
provisions of the Securities and Futures Ordinance.

LEE Ka Shing aged 36, a Committee Member of the $th Guangxi Zhuangzu Zizhiqu Committee and of the Sth Foshan Committee of
Political Consultative Conference, PRC, has been an Executive Director of the Company since 1993 and Vice Chairman since 2005. He
was educated in Canada. He is also the vice chairman of Henderson Development Limited ("Henderson Development”) and Henderson
Investment Limited, managing director of Miramar Hotel and Investment Company, Limited as well as a director of The Hong Kong and
China Gas Company Limited. Mr. Lee is a director of Henderson Development and Believegeod Limited which have discloseable interests
in the Company under the provisions of the Securities and Futures Ordinance. He is the son of Dr. Lee Shau Kee, the brother of Ms. Lee Pui
Man, Margaret and Mr. Lee Ka Kit and the brother-in-taw of Mr. Li Ning.

YIP Ying Chee, John 115 rcis, aged 58, has been an Executive Director of the Company since 1997. He gracuated from the University
of Hong Kong and the Landon School of Economics and is a solicitor and a certified public accountant, He has over 30 years’ experience in
corporate finance, and corporate and investment management.

AU Siu Kee, Alexander ose ACA FCCA. FCPA, FCIB, FHKiB, aged 60. Mr. Al has been an Executive Director and the Chief Financial
Officer of the Company since 8 December 2005. A banker by profession, he was the chief executive officer of Hang Seng Bank Limited
from October 1993 to March 1998 and of Oversea-Chinese Banking Corparation Limited in Singapore from September 1998 to April 2002.
He was formerly a non-executive director of a number of leading companies including The Hongkong and Shanghai Banking Corporation
Limited, MTR Corporation Limited and Hang Lung Group Limited. Currently Mr. Au is an independent non-executive director of Wheelock
and Company Limited. Within the Henderson Land Group, he is a non-executive director of Hong Kong Ferry (Holdings) Company Limited
and Miramar Hotel and Investment Company, Limited. He is also a member of the Council of the Hong Kong University of Science and
Technology. An accountant by trafning, Mr Au is a Chartered Accountant as well as a Feltow of The Association of Chartered Certified
Accountants and the Hong Kong Institute of Certified Public Accountants.
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SUEN Kwok Lam mH, FHirea, aged 40, joined the Company in 1997 and has been an Executive Director of the Company since January
2002. He is also an executive director of Henderson Investment Limited. He is the President of Hong Kong Association of Property
Management Companies, the vice President of Hong Kong Institute of Real Estate Administration and an individual Member of The Real
Estate Developers Association of Hong Kong. He has over 35 years’ experience in property management. He was awarded the Medal of
Honour by the Governmentt of the Hong Kong Special Administrative Region in 2005.

LEE King Yue aged 81, has been an Executive Director of the Company since 1976. He joined Henderson Development Limited, the
parent company of the Company on its incorporation in 1973 and has been engaged with Chairman in property development for over S0
years. He is also an executive director of Henderson Investment Limited. Mr. Lee is a director of Yamina Investment Limited, Believegood
Limited, Cameron Enterprise Inc. and South Base Limited which have discloseable interests in the Company under the provisions of the
Securities and Futures Ordinance.

FUNG LEE Woon King aged 49, has been an Executive Director of the Company since 1976. She joined Henderson Development
Limited ("Henderson Development”), the parent company of the Company as treasurer in 1974 and has been an executive director of
Henderson Development since 1979. She is also the treasurer of Henderson Development Group, Henderson Land Group and Henderson
Investrnent Group. Madam Fung is a director of Rimmer (Cayman} Limited, Riddick (Cayman) Limited, Hopkins (Cayman) Limited, Henderson
Development, Yamina Investment Limited, Believegood Limited, Cameron Enterprise Inc. and South Base Limited which have discloseable
interests in the Company under tha provisions of the Securities and Futures Ordinance. She is the sister of Dr. Lee Shau Kee and Mr. Lee Tat
Man.

LAU Yum Chuen, Eddie aged 61, has been an Executive Director of the Company since 1987. He has over 35 years' experience in
banking, finance and investment. Mr. Lau is also an executive director of Henderson Investment Limited as well as a director of HONg Kong
Ferry (Holdings) Company Limited and Miramar Hotel and Investment Company, Limited.

LI Ning 8sc, MBa, aged 50, has been an Executive Director of the Company since 1992, He helds a B.Sc. degree from Babson College and
an MB.A. degree from the University of Southern California. Mr. Li is also an executive directar of Hendersan [nvestment Limited as well
as a director of Hong Kong Ferry (Holdings} Company Limited. He is the son-in-law of Dr. Lee Shau Kee, the spouse of Ms. Lee Pui Man,
Margaret and the brother-in-law of Mr. Lee Ka Kit and Mr. Lee Ka Shing.

KWOK Ping Ho, Patrick asc, msc, Post-Graduate Diploma in Surveying, ACIB, aged 55, joined the Company in 1987 and has been an
Executive Director since 1993. He holds a B.Sc. (Engineering) degree as well as an M.Sc. (Administrative Sciences) degree and he is also a
holder of the Post-Graduate Diploma in Surveying (Real Estate Development). Mr. Kwok is an Associate Member of The Chartered Institute
of Bankers of the United Kingdom and he had worked in the international banking field for more than 11 years with postings in London,
Chicago, Kuala Lumpur, Singtapere as well as in Hong Kong before joining the Company. He is alsc an executive director of Henderson
Investment Limited and a non-executive director of Henderson Sunlight Asset Management Limited, the manager of the publicly-listed
Suniight Real Estate Investment Trust.
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Non-executive Directors

Sir Po-shing WOO Hon (LD, FCiarb, FiMgt, Finsto, FHkmMaA, aged 78, has been a Director of the Company since 1981 and was re-designated
as Non-executive Director in 2004. He is a solicitor and a Consultant of Jackson Woo & Associates. He is also a director of Henderson
Investment Limited and Sun Hung Kai Properties Limited. He was admitted to practice as solicitor in England and Hong Kong and is also
& Fellow of The Chartered Institute of Arbitrators, The Institute of Management and The Institute of Directors of England. He was awarded
Hon. LL.D. by the City University of Hong Kong and is a Fellow of the King's College of London as well as Honorary Professor of Nankai
University of Tianjin. Sir Po-shing Woo hecame Fellow of The Hong Kong Management Association in 2000. He is also the founder of
Woo Po Shing Medal in Law and Wac Po Shing Overseas Summer School Travelling Scholarship, both at the University of Hong Kong.
Sir Po-shing Woo is also the founder of the Woo Po Shing Professor (Chair} of Chinese and Comparative Law in City University. Sir Po-
shing woo is a director of Henderson Development Limited which has discloseable interests in the Company under the provisions of the
Securities and Futures Qrdinance, He is the father of Mr. Woo Ka Biu, fackson.,

LEUNG Hay Man rrics, roiarb, FHiis, aged 73, has been a Director of the Company since 1981 and was re-designated as Non-executive
Director in 2004. He is a Chartered Surveyor. He is also a director of Henderson Investment Limited, Hong Kong Ferry (Holdings) Company

Limited and The Hong Kong and China Gas Company Limited.

LEE Pui Ling, Angelina o 118 rca, aged 58, has been a Director of the Company since 1996 and was re-designated as Non-
executive Director in 2004, Mrs. Lee is a Partner of the firm of solicitors, Woo, Kwan, Lee & Lo, and is a Fellow of the Institute of Chartered
Accountants in England and Wales. Mrs. Lee is active in public service and is currently a Non-executive Director of the Securities and
Futures Commission and a member of its Takeover and Mergers Pane! and Takeovers Appeal Commitiee, and a Non-executive Director of
the Mandatory Provident Fund Schemes Authority. She s also a director of a number of listed companies in Hong Xong.

LEE Tat Man aged 70, has been a Director of the Company since 1974, He has been engaged in property development in Hong Kong
far more than 30 years and is also an executive director of Henderson Investment Limited. Mr. Lee is a director of Rimmer (Cayman)
Limited, Riddick (Cayman) Limited, Hopkins (Cayman) Limited, Henderson Devetopment Limited and Cameron Enterprise Inc. which have
discloseahle interests in the Company under the provisions of the Securities and Futures Ordinance. He is the brother of Dr. Lee Shau Kee
and Madam Fung Lee Woon King.

WOO Ka 8iu, Jackson ma (xory, aged 45, has been the Alternate Director to $ir Po-shing Woo, Director of the Company since July 2000
and was re-designated as Non-executive Director in 2004, following the re-designation of Sir Po-shing Woo as Non-executive Director. He
i5 a director of Kailey Group of Companies. He holds an MA degree in Iurisprudence from the Oxford University and is a qualified solicitor
in England and Wales, Hong Kong Special Administrative Region and Australia. Mr. Woo is currently a partner of Jackson Woo & Associates
and was a director of N. M. Rothschild & Sons (Hong Kong) Limited {“Rothschild™. Prior to joining Rothschild, Mr. Woo was a pariner in the
corporate finance department of woo, Kwan, Lee & Lo. He is the son of Sir Pg-shing Woo.

Independent Non-executive Directors

KWONG Che Keung, Gordon rca, aged 58, has been an Independent Non-executive Director of the Company since 2004, He
graduated from the University of Hong Kong with a bachelor's degree in social sciences in 1972 and qualified as a chartered accountant
in England in 1977. He was a partner of Pricewaterhouse from 1984 to 1998 and an independent member of the Council of The Stock
Exchange of Hong Kong from 1992 0 1997. He is an independent non-executive director of Henderson Investment Limited and a number
of other Hong Kong listed companies.

Professor KO Ping Keung rno, Fiece, FHxie, Jp, aged 56, has been an Independent Non-executive Director of the Company since 2004.
Professor Ko holds a Bachelor of Science (Honours) degree from the University of Hong Kong, a Doctor of Philosophy degree and a Master
of Science degree from the University of California at Berkeley. He is an Adjunct Professor of Beijing and Tsinghua University and Emeritus
Professor of Electrical & Electronic Engineering and the former Dean of the Schoal of Engineering of The Hong Kong University of Science
and Technotogy. He was the vice Chairman of Elecirical Engineering and Computer Science Department of the University of California at
Berkeley in 1991 - 1993 and a member of Technical staff, Bell Labs, Holmdel, in 1982 — 1984. Professor Ko is also an independent non-
executive director of Henderson Investment Limited.
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WU King Cheong sas, ir, aged 56, has been an Independent Non-executive Director of the Company since 2005, He is a Councillor of
the Eastern District Council of the Hong Kong Special Administrative Region, Vice Chairman of the Chinese General Chamber of Commerce,
Member of Hong Kong Housing Authority, the Honorary Permanent President of the Chinese Gold & Silver Exchange Society and the
Permanent Honorary President of the Hong Kong Stockbrokers Association. He is an executive director of Lee Cheong Gold Dealers
Limited. He is also an independent non-executive director of Yau Lee Holdings Limited, Chevalier Pacific Heldings Limited, Henderson
Investrment Limited, Hong Kong Ferry (Holdings) Company Limited and Miramar Hotel and Investment Company, Limited.

Senior Management

KWOK Man Cheung, Victor 5a (as), 8 Arch (Dist), MSc (Con P Mgt), EMBA, FHKIA, MAPM, RIBA, Authorised Person {Architect), Registered Architect
(HK), PRC Class 1 Registered Architect Qualification, aged 54, joined the Company in 2005 and is presently the General Manager of Project
Management {2) Department. He possesses professional qualifications of both a project manager and an architect, He holds a Bachelor of
Architecture {Distinction) degree and a Master of Science in Construction Project Management degree from the University of Hong Kong,
and an Executive Master of Business Administration degree from Tsinghua University. He is a Fellow Member of The Hong Kong Institute
of Architects and a Member of Association of Project Management, He has over 29 years of professional experience in the property and
construction industry of Hong Kong and Mainland China.

WONG Ho Ming, Augustine msc, mtcon, FHKIS, MRICS, MCiarb, RPS (G, aged 46, joined the Company in 1996 and is presently the
General Manager of Propearty Cevelopment Department. He is a registered professional surveyor and has over 23 years' experience in
property appraisal, dealing and development.

LEUNG Kam Leung asc P6DMS, FHKIS, FRICS, RPS (GP), aged 54, joined the Company in 1997 and s presently the General Manager
of Property Planning Department. He holds a Master of Science degree in International Real Estate an¢ a Postgraduate Diploma in
Management Studies. He 15 a Fellow Member of The Hong Kong Institute of Surveyors and The Royal Institution of Chartered Surveyors
and is also a Registered Professional Surveyor, He has over 30 years' experience in land and property development. Prior to joining the
Company, Mr. Leung held a Chief Estate Surveyor post in the tands Department of the Hong Kong Government and had over 20 years’
experience in government land disposal, land exchange, lease modification and premium assessment. He is currently serving on several
government advisory committees.

WONG Wing Hoo, Billy e gsc, FHrie, FIHT, FHKIHT, RPE, aged 50, joined the Company in 2006 and is presently the General Manager of
Construction Department. He is a fellow member of the Hong Kong Institution of Engineers, Institution of Highways and Transportation
and Hong Kong Institution of Highways and Transportation. He is also a Registered Professional Engineer under the Engineers Registration
Ordinance Chapter 409. Mr. Wong was appointed as a Justice of the Peace in 2005. He served as President of Hong Kong Construction
Association and Chairman of Caonstruction Industry Training Authority, and is currently a member of Construction Industry Council and
Permanent Supervisor of Hong Kang Canstruction Assaciation.

TSE Wai Chuen, Tony rrics FHKIS, RPS (GP), CirFA, aged 53, joined the Company in 2005 and is the General Manager of Sales
Department, He is a Fellow Member of The Royal Institution of Chartered Surveyors and The Hong Kong Institute of Surveyors, the
Chairman of the Real Estate Services Training Board, vVocational Training Council and Member of Election Committee (Architectura!,
Surveying and Planning Sector). Mr. Tse has over 30 years' experience in property investmeni and development and was the President of
The Hong Kong Institute of Surveyors in 2004 and member of Town Planning Board from 2002 to 2006,

LEE Pui Man, Margaret srum (Hons), aged 46, joined the Company in 1984 and is presently the General Manager of Portfglio Leasing
Department since 1988, She holds a B. Hum. (Honours} degree {rom the University of London and has over 23 years’ experience in
marketing development. She is the eldest daughter of Dr. Lee Shau Kee, the spouse of Mr. Li Ning and the sister of Mr. Lee Ka Kit and
Mr. Lee Ka Shing.

SIT Pak Wing acrs, Frirea, aged 59, joined the Company in 1991 and is presently the Deputy General Manager of Porifolio Leasing
Department. He is a Member of The Institute of Chartered Secretaries and Administrators, a Fellow Member of the Hong Kong Institute
of Real Estate Administration and an individual Member of The Real Estate Developers Association of Hong Kong. He has over 30 years'
experience in marketing development, leasing and property management.
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LW Cheung Yuen, TIMOR 8rc, FCRA, CA (Aust, FCS, FCIS, aged 49, joined the Henderson Land Group in 2005 and is presently the Group
Company Secretary. Mr. Liu graduated from Monash University, Australia with a bachelor’s degree in Economics. He is a fellow of both the
Hong Kong Institute of Certified Public Accountants and The Hong Kong Institute of Chartered Secretaries, and an associate of The Institute
of Chartered Accountants in Australia. He has over 24 years’ experience in accounting, auditing, corporate finance, corporate invesiment
and development, and company secretarial practice,

WONG Wing Kee, Christopher sscreon), Aca, aged 44, joined the Company in June 2007 and is presently the General Manager
of Accounts Department. Mr. wong graduated from The Londen School of Economics and Political Science, University of London and is
an associate member of the Institute of Chartered Accountants in Engiand & Wales. He has over 20 years of experience in accounting,
auditing, investment banking and corporate finance in the United Kingdom and in Hong Kong, Pricr to joining the Company, Mr. Wong was
the Chief Financial Officer of Kerry Properties Limited between December 2004 and May 2007.

CHAO Lung Yu rcca, cra, aged 47, joined the Henderson Land Group in 1990 and was appointed Qualified Accountant of the Company
in March 2004. He is a feflow member of the Association of Chartered Certified Accountants and an associate member of the Hong Kong
Institute of Certified Public Accountants. He has over 20 years’ experience in accounting and auditing.
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cxe e 1

Report of
the Independent Auditor

To the Shareholders of Henderson Land Development Company Limited
(tncorporated in Hong Kong with lirited liability)

we have audited the consolidated accounts of Henderson Land Development Company Limited (the "Company”} set out on pages 123
10 187, which comprise the consolidated and company balance sheets as at 30 fune 2007, and the consolidated profit and loss account,
the consolidated statement of changes in equity and the consolidated cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Directors’ Responsibility for the Accounts

The directors of the Company are responsible for the preparation and the true and fair presentation of these accounts in accordance with
Hong Kang Financial Reporting Standards issued by the Hong Kong Institute of Certified Public Accountants and the Hong Kong Companies
Ordinance. This responsibility includes designing, implementing and maintaining internal control relevant to the preparation and the
true and fair presentation of accounts that are free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibifity is to express an opinion on these accounts based on our audit. This report is made solely to you, as a body, in
accordance with section 141 of the Hong Kong Companies Ordinance, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance as to whether the accounts are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the accounts. The procedures
selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the accounts, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and
true and fair presentation of the accounts in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the accounts.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion,

Opinion
in our opinion, the consolidated accounts give a true and fair view of the state of affairs of the Company and of the Group as at 30 June
2007 and of the Group's profit and cash flows for the year then ended in accordance with Hong Kong Financial Reporting Standards and
have been properly prepared in accordance with the Hong Kong Companies Ordinance.

KPMG

Certified Public Accountants
gth Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

17 September 2007
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Consolidated
Profit and Loss Account

For the year ended 30 June 2007

2007 2006
Note HKS million HKS million

Turnover 5 8,355.9 6,773.0
Direct costs (3,646.5) (3,084.0)
4,709.4 3,689.0
Other revenue 6 348.8 199.1
Other net income 6 249 18.8
Other operating income, net 7 145.2 1,3359
Selling and marketing expenses (725.8) (377.6)
Administrative expenses (1,015.6) {810.1)
Profit from operations hefore changes
in fair value of investment properties 3.486.9 4,055
Increase in fair vatue of investment properties 1,981.4 7,297.0
Profit from operations after changes
in fair value of investment properties 5,468.3 11,3521
Finance ¢osts 8(a) (507.7) (496.2)
4,960.6 10,855.9
Share of profits less losses of associates 4,058.0 2,534.8
Share of profits less losses of jointly controlted entities 3,653.1 3,805.3
Profit before taxation 8 12,671.7 17,196.0
Income tax 9(a) (698.1) (1.591.7)
Profit for the year 11,973.6 15,604.3
Attributable to:
Equity shareholders of the Company 12832 9.817.7 13,548.7
Minority interests 3z 2,155.9 2,055.6
Profit for the year 32 11,973.6 15,604.3
Dividends payable to equity shareholders of the Company
attributable to the year: 13
Interim dividend declared during the year 777.0 7258
Final dividend proposed after the balance sheet date 1,359.8 1,179.5
2.136.8 1,905.3
Eamings per share - basic and diluted 14(8) HK$ 5.19 HK$ 7.47
Adjusted earnings per share 1416} HKS 3.11 HKS 2.90

The notes on pages 129 to 187 form part of these accounts.
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Balance
Sheets

At 30 June 2007

The Greup The Company
2007 2006 2007 2006
Note HK$ million HK$ million HK$ million HK$ million
Non-current assets
Fixed assets 16 52,830.7 56,868.0 - —
Toll highway operation rights 17 178.9 171.1 — —
Interests in leasehold Yand held for
OWnN use under operating leases 18 1,033.9 2233 — —
Interest in subsidiaries 19 —_ — 53,983.4 38,176.6
Interest in associates 20 20,536.3 16,962.6 364.9 4724
Interest in jointly controfted entities 21 11,167.9 16,026.1 124.5 121.5
Other financial assets 22 2,089.8 1,456.1 —_ -
Deferred tax assets 9c) 108.9 163.2 — —
87,946.4 91,8704 54,4728 38,770.5
Current assets .
Deposits for acquisition of properties 23 2,034.6 1,2454 — —
Inventories 24 29,382.8 21,036.0 — —
Trade and other receivables 25 3.525.3 3.386.2 249 43.1
Cash held by stakeholders 67.6 234 - —
Pledged bank deposits — 202 — —
Cash and cash eguivalents 27 9,520.0 7,6389 0.7 0.7
44,530.3 33,3501 25.6 438
Assets classified as held for sale 31 419.8 7028 — —
44,950.1 34,052.9 25.6 438
Current liabilities
Trade and other payables 28 4,397.0 2,730.1 105.1 1183
Bank loans and overdrafts 29 3,007.4 7,0292 —_ —
Current taxation 736.6 635.0 — —
8,141.0 10,394.3 105.1 118.3
Liabilities associated with assets
classified as held for sale M 0.5 1715 - —
8.141.5 10,565.8 105.1 1183
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Balance
Sheets

AL 30 June 2007

The Group The Company
2007 2006 2007 2006
Note HKS$ million HK$ million HKS million HK$ million
Net current assets/(liabilities) 36,808.6 23,4871 (79.5) (74.5)
Total assets less current liabilities 124,755.0 115,357.5 54,393.3 38,696.0
Non-current liabilities
Bank loans 29 15,262.7 13,665.3 —_ —
Amount due to a fellow subsidiary 30 2,447.2 1,858.9 — —
Deferred tax liabilities o) 6,301.5 6,050.4 — —
24,0114 21,574.6 - —_
NET ASSETS 100,743.6 93,7829 54,393.3 38,696.0
CAPITAL AND RESERVES 32
Share capital 3,885.2 3,629.2 3,885.2 3,629.2
Reserves 88,333.9 74,3349 50,508.1 35,066.8
Total equity attributable to
equity shareholders of the Company 92,2191 779641 54,393.3 38,696.0
Minority interests 8,524.5 15,818.8 — —
TOTAL EQUITY 100,743.6 93,7829 54,393.3 38,6946.0

Approved and authorised for issue by the Board of Directors on 17 September 2007,

Lee Shau Kee

Lee Tat Man
Directors

The notes on pages 129 to 187 form part of these accounts.
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Consolidated Statement
of Changes in Equity

For the year ended 30 june 2007

2007 2006
Note HKS niilion HKS million HK$ million HKS million
Total equity at 1 July 93,782.9 79813
Net income for the year recognised directly in equity:
Exchange difference on translation of accounts
of foreign entities 32 842.8 3043
Revaluation surpluses net of deferred taxation 32 — 71.2
Changes in fair value of available-for-sale securities 32 3265 1469
Met income for the year recognised directly in equity 1,169.3 522.4
Transfers from equity:
Transfer to profit or loss on impairment of
available-for-sate securities 32 13.5 —
Realisation of exchange reserve on disposal of a subsidiary 32 (18.9) —
(5.4) —
Met profit for the year 32 11,973.6 15,604.3
Total recognised income and expenses for the year 13,1375 16,1267
Attributable to:
- Equity shareholders of the Company 10,786.7 14,018.0
— Minority interests 2,350.8 2,108.7
13,137.5 16,126.7
Dividends declared and approved during the year 32 (2,039.7} (1.814.6)
Dividends paid to minority shareholders 32 (5,281.3} (310.%)
Distribution to minority shareholders 32 (90.3} —
Increase in shareholdings in subsidiaries 32 174.0 —
Disposal of subsidiaries 32 (2,594.3) —_
Privatisation of listed subsidiaries 32 - (2,382.7}
Share placement of a listed subsidiary 32 — 22720
(Repayment to)/advances from minority shareholders, net 32 (1,853.2) 70.3
Movements in equity arising from capital transactions;
— Issue of shares 32 256.0 —
— Net share premium received 32 5,252.0 5,508.0 - —_
Total equity at 30 June 100,743.6 93,7829

The notes on pages 129 to 187 form part of these accounts.
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Consolidated |
Cash Flow Statement

For the year ended 30 June 2007

2007 2006
Note HKS$ million HKS$ million
Operating activities
Profit before taxation 12,671.7 17,196.0
Adjustments for,
— Interest income (382.4) (280.7}
— Dividend income from investments (15.7} (20.4)
— Fixed assets written off 17.4 —
— Loss on disposal of fixed assets 11.6 8.1
— Deemed profit on placement of a listed subsidiary's shares — (829.6)
— Excess of interast in fair values of the acquirees’ identifiable assets
over cost of business combination (352.4) (812.5)
— Reversal of impairment loss on properties under development for own use - (85.0)
— Provision/(write-back of provision) on inventories 24.4 (26.3)
— Impairment loss for bad and doubtful debis 81.1 343
— Impairment loss on fixed assets other than investment properties — 45
— Impairment loss on goodwill - 161.8
— Net gain on disposal of subsidiaries 33(a) (35.7) (24.3)
— Loss on sale of listed investments 2.0 -
— Impairment loss on available-for-sale securities 13.5 —
— Increase in fair value of investment properties (1.981.4) (7,297.0)
— Finance costs 507.7 496.2
— Amortisation and depreciation 1148 122.1
— Share of profits less losses of associates (4,058.0) (2,534.8)
— Share of profits less losses of jointly controlled entities (3,653.1) {3.805.3)
— Net foreign exchange gain (61.9) (17.3)
Operating profit before changes in working capital 2,903.6 22888
Decrease/{increase) in instalments receivable 208.9 (1,032.6)
Decrease in long term receivable 19.0 16.2
Increase in deposits for acquisition of properties (770.9) (553.1)
Increase in inventories {2,225.9) (886.6)
In¢rease in debtors, prepayments and deposits (497.7) (34.6)
(Increase)/decrease in gross amount due from customers for contract work (8.7) 31.6
{(Increase)/decrease in cash held by stakeholders (44.2) 325
(Decrease)/increase in creditors and accrued expenses {105.2) 4911
Decrease in gross amount due to customers for contract work - 8.2
Increase in forward sales geposits 1,290.7 —
Increase in rental and other deposits 51.2 57.0
Cash generated from operations 820.8 4021
Interest received 90.4 1143
Tax paid
— Hong Kong {261.8) (320.1)
- Qutsicle Hong Kong (35.8) (38.3)
Net cash generated from operating activities 613.6 158.0
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Consolidated
Cash Flow Statement

For the year ended 30 June 2007

2007 2006
Note HKS million HKS million

Investing activities

Additions to fixed assets (974.8) (1,639.9)
Proceeds from sale of fixed assets 63.4 34

Additional investments in associates (32.6) (814.6)
(Advances to)/repayment from associates {149.6) 361.0

Repayment from jointly controlled entities 6,495.6 207.6

Additional investments in jointly controlled entities (534.5) —

Payment for the purchase of available-for-sale securities (251.6) {45.7)
Proceeds from sale of available-for-sale securities 103.3 —

Proceeds from redemption of held-to-maturity securities 11.5 —
Proceeds from sale of subsidiaries 33(a) 1,770.5 117.3

Acquisition of a subsidiary 33y — (790.0}
Additional investments in subsidiaries (67.6) -
Payment for privatisation of listed subsidiaries — (1,651.9)
Interest received 3121 168.0
Repayment of l0ans receivable 31.6 —
Release of pledged bank deposits 20.2 —
Dividends received from associates 928.5 NM6.6

Dividends received from jointly controlled entities 3142 781.4

Dividends received from available-for-sale securities 15.7 204

Net cash generated from/(used in) investing activities 8.055.9 (2,365.8}
Financing activities

Proceeds received from share placement of a listed subsidiary — 3,1031

Repayment to minority shareholders, net (1,756.8}) (93.9)
Proceeds from new bank loans 9,357.6 8,751.2

Repayment of bank loans (11,900.0) (3.939.4)
Payment for the redemption of guaranteed convertible notes — (154.7)
Increase in amount due to a fellow subsidiary 3711 695.0
Interest and other borrowing costs paid (993.1) {805.1)
Proceeds from issue of shares 5,508.0 —
Expenses paid in connection with share placement — {(1.5)
Dividends paid to equity shareholders of the Company (2,039.7) (1,814.6)
Distribution to minority shareholders {90.3) —
Dividends paid to minority shareholders {5,281.3) (310.1)
Net cash {used in)/generated from financing activities (6,824.5) 5,430.0
Net increase in cash and cash equivalents 1,845.0 32222

Cash and cash equivalents as at 1 July 7,458.0 4,231.2

Effect of foreign exchange rate changes 1241 46
Cash and cash equivalents as at 30 June 27 9,427.1 7.458.0

The notes on pages 129 10 187 form part of these accounts.
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Notes
to the Accounts

For the year endeg 30 June 2007

1  General information

Henderson Land Development Company Limited {the “Company”} is incorporated in Hong Kong and its shares are listed on The
Stock Exchange of Hong Kong Limited, The address of the Company's registered office and principal place of business is 72-76/F, Two
International Finance Centre, 8 Finance Street, Central, Hong Kong.

The principal activity of the Company is investment holding and the principal activities of its subsidiaries are property development
and investment, finance, construction, infrastructure, hotel operation and management, depariment store operations, project
management, investment holding and praperty management.

2 Principal accounting policies
(a) Statement of compliance

These accounts have been piepared in accordance with all applicable Hong Xong Financial Reporting Standards ("HKFRSs™),
which collective term includes all applicable individual Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards ("HKASs") and Interpretations issued by the Hong Kong Institute of Certified Public Accountants ("HKICPAT),
accounting principles generally accepted in Hong Kong and the requirements of the Hong Kong Companies Ordinance. These
accounts also comply with the applicable disclosure provisions of the Rules Governing the Uisting of Securities on The Stock
Exchange of Hong Kong Limited. A summary of the principal accounting policies adopted by the Group is set out below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or available for early adoption for the current
accounting period of the Group and the Company. The adoption of these new developments, to the extent that they are
relevant to the Group, did not have significant impact on the Group’s results of operations and {financial position for the current
and prior accounting periods presented in these accounts.

Up to the date of issue of these accounts, the HKICPA has issued a number of amendments, new standards and interpretations
which are not yet effective for the year ended 30 June 2007 and which have not been adopted in these accounts.

The Group is in the process of making an assessment of what the impact of these amendments, new standards and new
interpretations is expected to be in the period of initial application. So far it has concluded that the adoption of the following
developments may result in new or amended disclosure in the accounts.

Effective for
accounting periods
beginning on or after

Amendment to HKAS 1 Presentation of financial statements: 1 January 2007
capital disclosures

HKFRS 7 Financial instruments; disclosures 1 January 2007

HKFRS 8 Operating segments 1 January 2009

In respect of other amendments, new standards and new interpretations, the Group is not yet in a position to state whether
they would have: a significant impact on the Group's results of operations and financia! position.
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Notes

to the Accounts

For the year ended 30 June 2007

2 Principal accounting policies (continued)

(b) Basis of preparation of the accounts

(c)

The consolidated accounts for the year ended 30 June 2007 comprise the Company and its subsidiaries {together referred to as
the “Group™ and the Group's interest in associates and jointly controlted entities.

The measurement basis used in the preparation of the accounts is the historical cost basis except that the following assets are
stated at their fair values as expliained in the accounting policies set out below:

— financial instruments classified as available-for-sale securities {see note 2(0); and
— investment properties (see note 2.

The preparation of accounts in conformity with HKFRSS requires management to make judgements, estimates and assumptions
that affect the application of policies and reported amounts of assets, liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience and various other factors that are believed to be reascnable under
the circumstances, the results of which form the basis of making the judgements about carrying values of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and undertying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.

Judgements made by management in the application of HKFRSS and estimates that have significant effect on the accounts are
discussed in note 3.

Subsidiaries and minority interests

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to govern the financial and
operating policies of an entity so as to obtain benefits from its activities. In assessing control, potential voting rights that are
presently exercisable are taken into account.

An investment in a subsidiary is consolidated into the consolidated accounts from the date that control commences until the
date that control ceases. Intra-group balances and transactions and any unrealised profits arising from intra-group transactions
are eliminated in full in preparing the consolidated accounts. Unrealised I0sses resulting from intra-group transactions are
eliminated in the same way as unrealised gains but only to the extent that there is no evidence of impairment.

Minority interests represent the portion of the net assets of subsidiaries attributable o interests that are not owned by the
Company, whether directly or indirectly through subsidiaries, and in respect of which the Group has not agreed any additional
terms with the holders of those interests which would result in the Group as a whole having a contractual obligation in respect
of those interests that meets the definition of a financial liability. Minority interests are presented in the consolidated balance
sheet within equity, separately from equity attributable to the equity shareholders of the Company. Minority interests in the
results of the Group are presented on the face of the consolidated profit and loss account as an allocation of the total profit or
loss for the year between minority interests and the equity shareholders of the Company.

Where losses applicable to the minority exceed the minority’s interest in the equity of a subsidiary, the excess, and any further
losses applicable to the minority, are charged against the Group’s interest except to the extent that the minority has a binding
obligation to, and is able to, make additionat investment 1o cover the losses. If the subsidiary subsequently reports profits, the
Group's interest is allocated a such profits until the minority’s share of losses previously absorbed by the Group has been
recovered.

In the Company’s balance sheet, an investment in a subsidiary is stated at cost less impairment losses (see note 2(k)}, unless
the investment is classified as held for sale (or included in a disposal group that is classified as held for sale) (see note 2(x).
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Notes

to the Accounts

For the year ended 30 June 2007

2 Principal accounting policies (continued}

{d) Associates and jointly controlled entities

(e)

An associate is an entity in which the Group or the Company has significant influence, but nat control or joint control, over its
management, including participation in financial and gperating policy decisions.

A jointly controlled entity is an entity which operates under a contractual arrangement between the Group or the Comparny and
other parties, where the contractual arrangement establishes that the Group or the Company and one or more of the other
parties share joint control over the economic activity of the entity.

An investment in an associate or a jointly controlled entity is accounted for in the consolidated accounts under the equity
method and is initially recorded at cost and adjusted thereafter for the post-acquisition change in the Group's share of the
associate's or the jointly controlled entity's net assets, unless it is classified as held for sale (or included in a disposal group
that is classified as held for sale} {(see note 2(x}). The consolidated profit and loss account includes the Group's share of the
post-acquisition, post-tax results of the assaciates and jointly controlled entities for the year, including any impairment 10ss on
goodwill relating to the investment in associates and jointly controlled entities recognised for the year (see notes 2(e) and (k).

When the Group's share of losses exceeds its interest in the associate or the jointly controlled entity, the Group's interest
is reduced to nil and recognition of further losses is discontinued except to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of the associate or the joinily controlled entity. For this purpose, the
Group’s interest in the associate or the jointly controlled entity is the carrying amount of the investment under the equity
method together with the Group's long-term interests that in substance form pert of the Group's net investment in the
associate or the jointly controlled entity.

Unrealised profits and losses resulting from transactions between the Group and its associates and jointly controlled entities
are eliminated to the extent of the Group's interest in the assoclate or jointly controlled entity, except where unrealised losses
provide evidence of an impairment of the asset transferred, in which case they are recognised immediately in profit or loss.

In the Company's balance sheet, its investments in associates and jointly controlled entities are stated at cost less impairment
losses (see note 2(k)), unless it is classified as held for sale (or included in a disposal group that is ¢lassified as held for sale) (see
note 2{(x}}.

Goodwill

Goodwill represents the excess of the cost of a business combination or an investment in an associate or a jointly controlled
entity aver the Group's interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities.

Goodwill is stated at cost less accumulated impairment losses. Goodwill is allocated to cash-generating units and is tested
annually for impairment (see note 2(k)). In respect of associates or jointly controlled entities, the carrying amount of goodwill is
included in the carrying amount of the interest in the associate or jointly controlied entity.

Any excess of the Group's interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent
liabilities over the cost of a business combination or an investment in an associate or a jointly controlled entity is recognised
immediately in profit or loss.

On disposal of a cash generating unit, an associate or a jointly controlted entity during the year, any attributable amount of
purchased goodwill is included in the calculation of the profit or loss on disposal.
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Notes

to the Accounts

For the year ended 30 June 2007

2 Principal accounting policies (continued)

(M

(g)

Other investments in debt and equity securities

The Group’s policies for investments in debt and equity securities, other than investments in subsidiaries, associates and jointly
controlled entities, are as follows:

Investments in debt and equity securities are initially stated at cost, which is their transaction price unless fair value can be
more reliably estimated using valuation techniques whose variables include only data from observable markets. Cost includes
attributable transaction costs, except where indicated otherwise below. These investrments are subseguently accounted for as
follows, depending on their classification:

Dated debt securities that the Group has the positive ability and intention to hold to maturity are classified as held-to-rmaturity
debt securities. Held-to-maturity debt securities are stated in the balance sheet at amortised cost less impairment losses (see
note 2(k).

Investments in equity securities that do not have a quoted market price in an active market and whaose fair value cannot be
reliably measured are recognised in the balance sheet at cost less impairment losses (see note 2(k)).

Investments in securities which do not fall into any of the above categories are classified as available-for-sale securities. At
each balance sheet date the fair value is re-measured, with any resultant gain or loss being recognised directly in equity, except
foreign exchange gains and losses in respect of monetary items such as debt securities which are recognised directly in profit
or loss. Where these investments are interest-bearing, interest calculated using the effective interest method is recognised
in profit or loss. when these investments are derecognised or impaired (see note 2(k)), the cumulative gain or loss previously
recognised directly in equity is recognised in profit or loss.

Investments are recognised/derecognised on the date the Group commits to purchase/sell the investments or they expire.

Fixed assets

iy  Investment properties
Investment properties are fand and/or buildings which are owned or held under a leasehold interest (see note 2()) to earn
rental income and/or for capital appreciation. These include 'and held for a currently undetermined future use.

Investment properties are stated in the balance sheet at fair value. Any gain or loss arising from a change in fair value or
from the retirement or disposal of an investment property is recognised in profit or loss. Rental income from investmerit
properties is accounted for as described in note 2{u)ii).

Wwhen the Group holds a property interest under an operating lease to earn rental income and/or for capital appreciation,
the interest is classified and accounted for as an investment property on a property-by-property basis. Any such property
interest which has been classified as an investment property is accounted for as if it were held under a finance lease (see
note 2(){i)), and the same accounting policies are applied 10 that interest as are applied to other investment properties
leased under finance ieases. Lease payments are accounted for as described in note 2().

Property that is being constructed or developed for future use as investment property is classified as investment
properties under development and stated at cost, including borrowing costs capitalised (see note 2(w)), aggregate cost
of development, materials and supplies, wages and other direct expenses, less any impairment losses {see note 2(k).
When the construction or development is complete, it is reclassified as investment property at fair value. Any difference
between the fair value of the property at that date and its previous carrying amount is recognised in profit or loss.
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Notes
to the Accounts

For the year ended 30 June 2007

2 Principal accounting policies (continued)

(8) Fixed assets {continued)

{ii)

Other property, plant and equipment
The following items of property, plant and equipment are stated in the balance sheet at cost less accumulated
depreciation (see note 2{h) and impairment losses (see note 2(k)):

— hotel properiies;

— other tand and buildings,

— bridges; and

— other itemns of pant and equipment.

Tne cost of seli-constructed items of property, plant and equipment includes the aggregate cost of development,
materials and supplies, wages, the initial estimate, where refevant, of the costs of dismantling and removing the items and
restoring the site on which they are jocated, and an appropriate proportion of borrowing costs (see note 2(wj) and other
direct expenses.

Gains or l9sses arising from the retirement or disposal of an item of property, plant and equipment are determined as the
difference between the net disposal proceeds and the carrying amount of the item and are recognised in profit or 1oss on
the date of retirement or disposal.

(h) Depreciation of fixed assets

(i)

0

(i)

(i)

(iv)

Investment properties and investment properties under development
No depreciation is provided on investment properties and investment properties under development.

Properties under development for own use
No depreciation is provided until such time as the relevant assets are complete and put into use.

Hotel properties and other land and buildings

Depreciation is provided on the cost of the leasehold land of properties over the unexpired terms of the leases. Costs of
buildings thereon are depreciated on a straight-line basis over the unexpired terms of the respective leases or 40 years if
shorter.

Other property, plant and equipment
Depreciation is calculated to write off the cost of items of property, plant and equipment, less their estimated residual
value, if any, using the straight-line method over thefr estimated useful lives as follows:

Leasehold improvement, furniture and fixtures 5 years
Bridges Over the operating periods
Others 210 10 years

Where parts of an item of property, plant and equipment have different usefui lives, the cost of the item is allocaied on
a reasonable basis between the parts and each part is depreciated separately. Both the useful life of an asset and its
residual value, if any, are reviewed annually.

Toll highway operation rights

Toll highway operation rights are stated at cost less accumulated amortisation and impairment losses {(see note 2(K).

Amortisation is provided to write off the cost of toll highway operation rights using the straight-line method over the operating
period of 25 years.

Toll highway operation rights are derecognised upon disposal or when no future economic benefits are expected to arise from
the continued use of the asset. Gains or losses arising from derecognition of toll highway operation rights are measured as the
difference between the net disposal proceeds and the carrying amount of the asset and are recognised in profit or loss when
the asset is derecognised.
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Notes

to the Accounts

For the year ended 30 June 2007
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{j) Leased assets

An arrangement, comprising a transaction or a series of transactions, is or contains a lease if the Group determines that the
arrangement conveys a right 1o use a specific asset or assets for an agreed period of time in return for a payment or a series
of payments. Such a determinaticn is made based an an evaluaticn of the substance of the arrangement and is regardless of
whether the arrangement takes the legal form of a lease.

i

(ii)

Classification of assets leased to the Group

Assets that are held by the Group under leases which transfer to the Group substantially all the risks and rewards of
ownership are classified as being held under finance leases. Leases which do not transfer substantially all the risks and
rewards of ownership to the Group are classified as operating leases, with the following exceptions.

— property held under operating leases that would otherwise meet the definition of an investment property is
classified as an investment property on a property-by-property basis and, if ciassified as investment property, is
accounted for as if it were held under a finance lease (see note 2(g)(); and

— land held for own use under an operating iease, the fair value of which cannot be measured separately from the
fair value of a building situated thereon at the inception of the lease, is accounted for as being held under a finance
lease, unless the building is alse clearly held under an operating lease. For these purposes, the inception of the
lease is the time that the lease was first entered into by the Group, or taken over from the previous lessee, or at the
date of construction of those buildings, if later.

Operating lease charges

Where the Group has the use of assets under operating leases, payments made under the leases are charged to profit
or loss in equal instalments over the accounting periods covered by the lease term, except where an alternative basis
is more representative of the pattern of benefits to be derived from the leased asset. Lease incentives received are
recognised in profit or loss as an integral part of the aggregate net lease payments made. Contingent rentals are charged
10 profit or 10ss in the accounting period in which they are incurred.

The cost of acquiring land under an operating lease is amortised on a straight-line basis over the period of the lease term
except where the property is ctassified as an investrment property (see note 2(2)(} or is held for development for sale (see
note 2()).

(k) Impairment of assets

{i)

impairment of investments in debt and equity securities and other receivables

Investments in debt and equity securities and other current and non-current receivables that are stated at cost or
amortised cost or are classified as available-for-sale securities are reviewed at each balance sheet date to determine
whether there is objective evidence of impairment. If any such evidence exists, any impairment 10ss is determined and
recognised as follows:

—  For unquoted equity securities carried at cost, the impairment loss is measured as the diiference between the
carrying amount of the financial asset and the estimated future cash flows, discounted at the current market rate of
return for a similar financial asset where the efiect of discounting is material. Impairment losses for equity securities
are not reversed.

—  For trade and other current receivables and other financial assets carried at amortised cost, the impairment loss is
measured as the difference between the asset's carrying amount and the estimated future cash flows, discounted
at the financial asset’s griginal effective interest rate (i.e. the effective interest rate computed at initial recognition of
these assets), where the effect of discounting is material.

if in a subseguent period the amount of an impairment loss decreases and the decrease can be linked objectively to
an event occurring after the impairment loss was recognised, the impairment 10ss is reversed through profit or loss.
A reversal of an impairment loss shali not result in the asset's carrying amount exceeding that which would have
been determined had no impairment loss been recognised in prior years.
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(k) Impairment of assets (continued)

(i} Impairment of investments in debt and equity securities and other receivables (continued)

For available-for-sale securities, the curmulative loss that had been recognised directly in equity is removed from
equity and is recognised in profit or loss. The amount of the cumulative loss that is recognised in profit or 108 is the
difference between the acquisition cost (net of any pringipal repayment and amortisation) and current fair vatue,
less any impairment loss on that asset previously recognised in profit or [oss.

Impairment losses recognised in profit or loss in respect of available-for-sale equity securities are not reversed
through profit or loss. Any subsequent increase in the fair value of such assets is recognised directly in equity.

impairment losses in respect of available-for-sale debt securities are reversed if the subsequent increase in fair
vallle can be objectively related to an event occurring after the impairment loss was recognised. Reversals of
impairment losses in such circumstances are recognised in profit or loss.

(i) impairment of other assets
Internal and external sources of information are reviewed at each balance sheet clate to identify indications that the
following assets may be impaired or, except in the case of goodwill, an impairment toss previousty recognised no longer
exists or may have decreased:

fixed assets (other than properties carried at revalued amounts),
toll highway cperation rights;
pre-paid interests in leasehold land classified as being held under an operating lease;

investments in subsidiaries, associates and jointly controlted entities (except for those classified as held for sale (or
included in a disposal group that is classified as held for sale)) (see note 2(x); and

goodwill.

If any such indication exists, the asset’s recoverable amount is estimated. in addition, the recoverable amount of goodwill
is estimated annually whether or not there is any indication of impairment.

Calculation of recoverable amount

The recoverahle amount of an asset is the greater of its net selling price and value in use. In 85$es$sing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
cuirent market assessments of time value of money and the risks specific to the asset. Where an asset does not
generate cash inflows largely independent of those from other assets, the recoverable amount is determined for the
smallest group of assets that generates cash inflows independently.

Recognition of impairment losses

An impairment 108 is recognised in profit or loss whenever the carrying amount of an asset, or the cash-generating
unit to which it belongs, exceeds its recoverable amount, tmpairment losses recognised in respect of cash-
generating units are allocated first to reduce the carrying amount of any goodwill allocated to the cash-generating
unit ¢or group of units) and then, to reduce the carrying amount of the other assets in the unit {(or group of units)
on a Dro rata basis, except that the carrying value of an asset will not be reduced below its individual fair value less
costs to seil, or value in use, if determinable.

Reversals of impairment losses
In respect of assets other than goodwill, an impairment loss is reversed if there has been a favourable change in the
estimates used to determine the recoverable amount. An impairment loss in respect of goodwill is not reversed.

A reversal of an impairment loss is limited to the asset's carrying amount that would have been determined had ng
impairment loss been recognised in prior years. Reversals of impairment losses are credited to profit or loss in the
year in which the reversals are recognised.
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)

(m)

(n)

(0)

Inventories
Inventories are carried at the lower of cost and net realisable value. Cost and net realisable value are determined as follows:

(i)  Leasehold iand
The cost of leasehold land, which is heid for development for sale, represents the cost of acquisition and the premium,
if any, payable to the relevant government authorities. Net realisable value is determined by reference to management
estimates hased on prevailing market conditions.

(it  Property held for and under development for sale
The cost of properties held for and under development for sale comprises specifically identified cost, including
borrowing costs capitalised (see note 2(w)), ageregate cost of development, materials and supplies, wages and other
direct expenses. Net realisable value represents the estimated selling price, based on prevailing market conditions, less
estimated costs of completion and costs to be incurred in selling the property.

(i) Completed properties for sale
Cost is determined by apportionment of the total lang and development costs for that development profect, attributable
to the unsold properties. Net realisable value represents the estimaied selling price, based on prevailing market
conditions, less costs to be incurred in selling the property.

(iv) Retail, catering stocks and trading goods
Cost is calculated using the weighted average cost formula and comprises all costs of purchase. Net realisable value is
the estimated selling price in the ordinary course of business less the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period in which the
related revenue is recognised. The amount of any write-down of inventories to net realisable value and all losses of inventories
are recognised as an expense in the period in which the write-down oOr loss occurs. The amount of any reversal of any write-
down of inventories is recognised as a reduction in the amount of inventaries recognised as an expense in the period in which
the reversal occurs.

Construction contracts

The accounting policy for contract revenue is set out in note 2{uliv). When the outcome of a construction contract can be
estimated reliably, contract costs are recognised as an expense by reference to the stage of completion of the contract at
the balance sheet date. When it is probable that total contract costs will exceed total contract revenue, the expected loss is
recognised as an expense immeadiately When the ouicome of a construction contract cannot be estimated reliably, contract
costs are recognised as an expense in the period in which they are incurred.

Construction contracts in progress at the balance sheet date are recorded in the baiance sheet at the net amount of costs
incurred plus recognised profits less recognised losses and progress biings, and are presented in the balance sheet as the
“Gross amount due from customers for contract work” (as an asset} or the “Gross amount due to customers for contract work”
{as a liability), as applicable. Progress billings not yet paid by the customers are included in the balance sheet under "Debtors,
prepayments and deposits”.

Trade and other receivables

Trade and other receivables are initially recognised at fair value and thereafter stated at amortised cost less impairment losses
for bad and doubtful debts (see note 2(k}), except where the receivables are interest-free loans made o related parties without
any fixed repayment terms or the effect of discounting would be immaterial. In such cases, the receivables are stated at cost
less impairment losses for bad and doubtful debts (see note 2(}}.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to initial
recognition, interest-bearing barrowings are stated at amortised cost with any difference between the amount initially
recognised and redemption value being recognised in profit or loss over the period of the borrowings, together with any
interest and fees payable, using the effective interest method.
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(p)

(q)

(r)

(s)

Trade and other payables

Trade and other payables are initially recognised at fair value. Except for financial guarantee liabilities measured in accordance
with note 2(1)(i), trade and other payables are subsequently stated at amortised cost unless the effect of discounting would be
immaterial, in which case they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand, demand deposits with banks and other financial institutions,
and short-term, highly liquid investments that are readily convertible into known amounts of cash and which are subject to
an insignificant risk of changes in value, having been within three months of maturity at acquisition. Bank overdrafts that are
repayable on demand and form an integral part of the Group's cash management are also included as a component of cash
and cash equivalents for the purpose of the consolidated cash flow statement.

Employee benefits

(i} Short terrn employee benefits and contributions to defined contribution retirement plans
Salaries, annual bonuses, paid annual leave, contributions to defined contribution retirement plans and the cost of non-
monetary benefits are accrued in the year in which the associated services are rendered by employees. wWhere payment
or settlement is deferred and the effect would be material, these amounts are stated at their present values.

(i) Termination benefits
Terminaticn benefits are recognised when, and only when, the Group demonstrably commits itself to terminate
employment or to provide benefits as a result of voluntary redundancy by having a detaied formal plan which is without
realistic possibility of withdrawal.

Income tax

i) Income tax for the year comprises current tax and movements in deferred tax assets and liabilities. Current tax and
movements in deferred tax assets and liabilities are recognised in profit or ioss except to the extent that they relate to
items recognised directly in equity, in which case they are recognised in equity.

(i) Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

(i) Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and unused tax credits.

Apart from ¢ertain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the extent that it is probable
that future taxable profits will be available against which the asset can be utilised, are recognised. Future taxable profits
that may support the recognition of deferred tax assets arising from deductible temporary differences include those
that will arise from the reversal of existing taxable temporary differences, provided those differences relate to the same
taxation authority and the same taxable entity, and are expected to reverse either in the same period as the expected
reversal of the deductible temporary difference or in periods into which a tax loss arising from the deferred tax asset
can be carried back or forward. The same criteria are adopted when determining whether existing taxable temporary
differences support the recognition of deferred tax assets arising from unused tax losses and credits, that is, those
differences are taken into account if they relate to the same taxation authority and the same taxable entity, and are
expected to reverse in a period, or periods, in which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets and liabilities are those temporary differences arising from
goodwill not deductible for tax purposes, the initial recognition of assets or liabilities that affect neither accounting nor
taxable profit (provided they are not part of a business combination), and temporary differences relating to investments
in subsidiaries to the extent that, in the case of taxable differences, the Group contrgis the timing of the reversal and it is
probable that the differences will not reverse in the foreseeable future, or in the case of deductible differences, unless it is
probable thet they will reverse in the future.

The amount of deferred tax recognised is measured based on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.
Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date and is reduced to the extent that it is
no longer probable that sufficient taxable profits will be available to allow the related tax benefit to be utilised. Any such
reduction is reversed to the extent that it becomes probable that sufficient taxable profits wili be available.
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(s) Income tax (continued)
(v} Current tax balances and deferred tax balances, and movements therein, are presented separately from each other and

are not offset. Current tax assets are offset against current tax liabilities, and deferred tax assets against deferred tax
liabiiities, if the Group has the legally enforceable right to set off current tax assets against current tax liabilities and the
following additicnal conditions are met:

— in the case of current tax assets and liabilities, the Group intends either to settle on a net basis, or to realise the
asset and settle the liability simultanecusly, or

— inthe case of deferred tax assets and liabilities, if they relate to income taxes levied by the same taxation authority
on either.

— the same taxable entity; or

— different taxable entities, which, in each future period in which significant amounts of deferred tax liabilities or
assets are expected to be settled or recovered, intend to realise the current tax assets and settle the current
tax liabilities on a net basis or realise and settle simultaneousty.

() Financial guarantees issued, provisions and contingent liabilities

M

{ii)

Financial guarantees issued

Financial guarantees are contracts that require the issuer (i.e. the guarantor) to make specified payments to reimburse the
beneficiary of the guarantee (the "holder”) for a loss the holder incurs because a specified debtor fails to make payment
when due in accordance with the terms of a debt instrument.

Where the Group issues a financiat guarantee, the fair value of the guarantee (being the transaction price, unless the fair
value can otherwise be reliably estimated} is initially recognised as deferred income within trade and other payables.
Where consideration is received or receivable for the issuance of the guarantee, the consideration is recognised in
accordance with the Group’s palicies applicable to that category of asset. Where no such consideration is received or
receivable, an immediate expense is recognised in profit or 10ss on initial recognition of any deferred income.

The amount of the guarantee initially recognised as deferred income is amortised in profit or 10ss over the term of the
guarantee as income from financia! guarantees issued. in addition, provisions are recognised in accordance with note
2{t)(iiy if and when (i) it becomes probable that the holder of the guarantee will call upon the Group under the guarantee,
and (i) the amount of that claim on the Group is expected to exceed the amount currently carried in trade and other
payables in respect of that guarantee i.e. the amount initially recognised, less accumulated amortisation.

Other provisions and contingent liabifities

Provisions are recognised for other liabilities of uncertain timing or amount when the Group or the Company has a
legal or constructive obligation arising as a result of a past event, it is probable that an outflow of economic benefits
will be required to settle the obligation and a reliable estimate can be made. Where the time value of money is material,
provisions are stated at the present value of the expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the probability of outflow of economic benefits is remote.
Passible obligations, whose existence will only be confirmed by the occurrence or non-occurrence of one or more future
events, are also disclosed as contingent liabilities unless the probabitity of outflow of economic benefits is remote.
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(u) Revenue recognition

Provided it is probable that the economic benefits will flow to the Group and the revenue and costs, if applicable, can be
measured reliably, revenue is recognised in profit or l0ss as follows:

N (/

(i)

{ifi)

{iv)

v}

(vi)

(vii}

Sale of properties

Revenue arising from the sale of properties held far sale is recognised upon the signing of the sale and purchase
agreement or the issue of an occupation permit or 8 completion certificate by the relevant government authorities,
whichever is the later. Deposits and instalments received on properties sold prior to the date of revenue recognition are
includec in the balance sheet under forward sales deposits received.

Rental income from operating leases

Rental income receivable under operating leases is recognised in profit or 10ss in equal instalments over the accounting
periods covered by the lease term, except where an alternative basis is more representative of the pattern of benefits to
be derived from the use of the leased asset. Lease incentives granted are recognised in profit or loss as an integral part
of the aggregate net lease payments receivable. Contingent rentals are recognised as income in the accounting period in
which thay are earned.

interest income
tnterest income is recognised as it accrues using the effective interest method.

Contract revenie
When the outcome of a construction contract can be estimated reliably:

— revenue from a fixed price contract is recognised using the percentage of completion method, measured by
reference to the percentage of contract costs incurred to date to the estimated total contract costs for the contract;
and

— revenue from a cost plus contract is recognised by reference to the recoverable costs incurred during the period
plus an appropriate proportion of the total fee, measured by reference to the proportion that the costs incurred to
date bear to the estimated total costs of the contract.

When the outcome of a construction contract cannot be estimated reliably, revenue is recognised only to the extent of
contract costs incurred that it is probable will be recoverable.

Tolt fee income
Toll fee income is recognised when services are provided.

Hotef operation
Income from hotel operation is recognised when services are provided.

Sale of goods
Sale of goods from department store operations is recognised when goods are delivered which is taken to be the point in
time when the customer has accepted the goods and the related risks and rewards of ownership.

(viii) Dividends

— Dividend income from unlisted investments is recognised when the shareholders right to receive payment is
estatlished.

— Dividend income from listed investments is recognised when the share price of the investment goes ex-dividend.
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(v)

(w)

(x)

Translation of foreign currencies

Foreign currency transactions during the year are translated at the foreign exchange rates rufing at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies are translated at the foreign exchange rates ruling at the
balance sheet date. Exchange gains and 10sses are recognised in profit or loss.

Nen-moenetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the
foreign exchange rates ruling at the transaction dates. Non-monetary assets and liabilities denominated in foreign currencies
that are stated at fair value are translated using the foreign exchange rates ruling at the dates the fair value was determined.

The results of foreign operations are translated into Hong Kong dollars at the exchange rates approximating the foreign
exchange rates ruling at the dates of the transactions. Balance sheet items, including goodwill arising on consolidation of
foreign operations acquired on or after 1 July 2005, are transfated into Hong Kong dollars at the foreign exchange rates ruling at
the balance sheet date. The resulting exchange differences are recognised directly in & separate component of equity. Goodwill
arising on consolidation of a foreign operation acquired before 1 July 2005 is translated at the foreign exchange rate that
applied at the date of acquisition of the foreign operation.

On disposal of a foreign operation, the cumulative amount of the exchange differences recognised in equity which relate to that
foreign operation is included in the calculation of the profit or 10ss on disposal.

Borrowing costs

Borrowing costs are expensed in profit or loss in the period in which they are incurred, except to the extent that they are
capitalised as being directly attributable to the construction of an asset which necessarily takes a subsiantial period of time
to get ready for its intended use or sale. A qualifying asset is an asset that necessarily takes a substantial period of time to get
ready for its intended use or sale.

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences when expenditure for the asset is
being incurred, borrowing costs are being incurred and activities that are necessary to prepare the asset for its intended use or
sale are in progress. Capitalisation of borrowing costs is suspended or ceases when substantially all the activities necessary to
prepare the qualifying asset for its intended use or sale are interrupted or complete.

Non-current assets held for sale

A non-current asset {or disposal group) Is classified as held for sale if it is highly probable that its carrying amount will be
recovered through a sale transaction rather than through continwing use and the asset (or disposal group) is available for sale
in its present condition. A disposal group is a group of assets to be disposed of together as a group in a single transaction, and
liabilities directly associated with those assets that will be transferred in the transaction.

immediately before classification as held for sale, the measurement of the non-current assets (and all individual assets and
liabilities in a disposal group) is brought up-to-date in accordance with the accounting policies before the classification.
Then, on initial classification as held for sale and until disposal, the non-current assets {except for certain assets as explained
below), or disposal groups, are recognised at the lower of their carrying amount and fair value less costs to sell. The principal
exceptions to this measurement policy, so far as the accounts of the Group are concerned are deferred tax assets, financial
assets (other than investments in subsidiaries, associates and joint ventures) and investment properties. These assets, even if
held for sale, would continue to be measured in accordance with the policies set out elsewhere in note 2.

Impairment losses on initial classification as held for sale, and on subsequent re-measurement while held for sale, are
recognised in profit or l0ss. As long as a non-current asset is classified as held for sale, or is included in a disposal group that is
classified as held for sale, the non-current asset is not depreciated or amortised.
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{y) Related parties

(z)

For the purposes of these accounts, a party is considered to be related to the Group if;

() the party has the ability, directly or indirectty through one or more intermediaries, to control the Group or exercise
significant influence over the Group in making financial and operating policy decisions, or has joint contrat over the Group;

(i) the Group and the party are subject to common control;
(i) the party is an associate of the Group or a joint venture in which the Group is a venturer;

{iv} the party is a member of key management personnel of the Group or the Group's parent, or a close farnity member of
such an individual, or is an entity under the contral, joint control or significant influence of such individuats;

{v) the party is a close family member of a party referred to in (i) or is an entity under the control, joint control or significant
influence of such individuals; or

fvi) the panty is a post-employment benefit plan which is for the benefit of emptoyees of the Group or of any entity that is a
related party of the Group.

Clase family members of an individual are those family members who may be expected to influence, or be influenced by, that
individual in thair dealings with the entity.

Segment reporting

A segment is 3 distinguishable component of the Group that is engaged either in providing products or services (business
segment), or in providing products or services within a particular economic environment {geographical segment), which is
subject to risks and rewards that are different from those of other segments.

In accordance with the Group's internal financial reporting system, the Group has chosen business segment information as the
primary reporting format and geographical segment information as the secondary reporting format for the purposes of these
accounts,

Segment revenue, expenses, results, assets and liabilities include items directly attributable to a segment as well as those
that can be allocated on a reascnable basis to that segment. For example, segment assets may include inventories, trade
receivables and fixed assets. Segment revenue, expenses, assets and #abilities are determined before intra-group balances
and intra-group transactions are eliminated as part of the consolidation process, except to the extent that such intra-group
balances and transactions are between group entities within a single segment. Inter-segment pricing is based on similar terms
as those avaitahle to other external parties.

Segment capita. expenditure is the total ¢ost incurred during the period to acquire segment assets that are expected to be
used for more than one period.

Unallocated items mainly comprise financial and corporate assets, interest-bearing loans, borrowings, tax balances, corporate
and financing expenses.
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Accounting estimates and judgements

The key sources of estimation, uncertainty and critical accounting judgements in applying the Group’s accounting policies are
described below.

(a)

(b)

{c}

{d)

Valuation of investment properties

As described in note 16, investment properties are stated at fair value based on the valuation performed by an independent
firm of professional valuers after taking into consideration the net rental income allowing for reversionary income potential,

In determining the fair value, the valuers have based on a method of valuation which involves, inter-alia, certain estimates
including current market rents for similar properties in the same location and condition, appropriate discount rates and
expected future market rents. In relying on the valuation report, the management has exercised their judgement and are
satisfied that the method of valuation is reflective of the current market condition.

Impairment of non-current assets

If circumstances indicate that the carrying amounts of fixed assets {other than investment properties), toll highway operations
rights and interests in leasehold land held for own use under operating leases may not be recoverable, the assets may be
considered impaired and are tested for impairment. An impairment loss is recognised when the asset's recoverable amount
has declined below its carrying amount. The recoverable amount is the greater of the net selling price and value in use. In
determining the recoverable amount which requires significant judgements, the Group estimates the future cash flows to be
derived from continuing use and ultimate disposal of the asset and applies an appropriate discount rate to these future cash
flows.

Write-down of inventories for property development

Management performs a regular review on the carrying amounts of inventories for property development. Based on
management’s review, write-down of inventories for property development will be made when the estimated net realisable
value has declined below the carrying amount.

in determining the net realisable valug of completed properties for sale, management refers to prevailing market data such
as recent sales transactions, market survey reports available from independent property valuers and internally available
information, as bases for evaluation.

In respect of leasehold land held for future development and properties held for/under development for sale, the estimate of
net realisable value requires the application of a risk-adjusted discount rate t0 estimate future discounted cash flows to be
derived from these properties. These estimates require judgement as to the anticipated sale prices by reference to recent sales
transactions in nearby locations, rate of new property sales, marketing costs {including price discounts required to stimutate
sales) and the expected costs to compietion of properties, the legal and regulatory framework and general market conditions.

Recognition of deferred tax assets

At 30 June 2007, the Group has recognised a deferred tax asset in relation to the unused tax losses as set out in note 9(c). The
realisability of the deferred tax asset mainly depends on whether it is probable that future taxable profits or taxable temporary
differences will be available against which the asset ¢an be utilisad. In cases where the actual future taxable profits or taxable
temporary differences generated are less than expected, a reversal of deferred tax asset may arise, which will be recognised in
profit or toss for the period in which such a reversal takes place.
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4 Financial instruments

Exposure to credit, liquidity, interest rate and foreign currency risks arises in the normal course of the Group's business. The Group’s
financial management policies and practices are described below.

(a) Credit risk

The Group's credit risk is primarity attributable to bank deposits, instafments receivable, rental and other receivables. The Group
maintains a defined credit policy and the exposures to these credit risks are monitored on an ongoing basis.

Cash is deposited with financial institutions with sound credit ratings and the Group has exposure limit to any single financial
institution. Givan their high credit ratings, management does not expect any of these financial institutions will fail to meet their
obligations.

For instalments receivable from sale of properties, collateral is usually obtained. Regular review and follow-up actions are
carried out on averdue amounts to minimise exposure 10 credit risk. Regarding toll income receivable, the amount is collected
on behalf by a relevant government body in Hangzhou in accordance with the terms of agreement entered inte between the
Group and the government body. In respect of rental income from leasing properties, monthly rents are received in advance
and sufficient rental deposits are held to cover potential exposure to credit risk. For other trade receivables, credit terms given
to customers ere generally based on the financial strength and repayment history of each customer. As such, the Group does
not ohtain collateral from its Customers. An ageing analysis of the receivables is prepared on a regular basis and is closely
monitored to minimise any credit risk associated with these receivables. Adequate impairment losses have been made for
estimated irrecoverable amounts,

The Group has no concentrations of credit risk in view of its large number of customers. The maximum exposure to credit risk is
represented by the carrying amount of each financial asset in the balance sheets. Except for the guarantees given by the Group
as disclosed in note 36, the Group does not provide any other guarantees which expose the Group to credit risk.

(b) Liquidity risk
The treasury function of the Group is arranged centrally to cover expected cash demands. The Group's policy is to regularly
monitor current and expected liquidity requirements and its compliance with lending covenants, to ensure that it maintaing

sufficient reserves of cash and adeguate committed funding lines from maijor financial institutions to meet its liquidity
requirements in the short and longer term.
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4  Financial instruments (continued)
(c) Interest rate risk

The Group is exposed to interest rate risk through the impact of rates changes on interest-bearing borrowings which
predominantly bear floating interest rates. The Group monitors closely its interest rate exposure and considers hedging
significant interest rate exposure should the need arise. In respect of income-earning financial assets and interest-bearing
financial liabilities, the following table indicates their effective interest rates at the balance sheet date and the periods in which
they reprice or the maturity dates, if earlier.

2007
Fixed/ Effective Within
floating interest rate one year
HKS$ million
instafments receivable Floating 6.75%-11.5% 2,261.6
Cash and cash equivalents Floating 0%-3.1% 3.479.6
Cash and cash equivalents Fixed 0.5%-5.4% 6,040.4
Bank loans ang overdrafts Floating 4.11%-7.75% (18.270.1)
Amount due to a fellow subsidiary Floating 4.11%-5.88% {2,447.2)
2006
Fixed/ Effective Within
floating interest rate one year
HKS$ million
Instalments receivable Floating 6%-11.75% 25429
Cash and cash equivalents Floating 0%-3.1% 14233
Cash and cash equivalents Fixed 1.62%-5.28% 6,215.4
Bank loans and overdrafts Floating 3.92%-8% (20,694.5)
Amount due to a fellow subsidiary Floating 4.16%-6.63% (1,858.9)

(d} Foreign currency risk

The Group owns assets and conducts its businesses primarily in Hong Kong with its cash flows substantially denominated in
Hong Kong dollars, The Group reports its results in Hong Kong dollars.

The Group's primary foreign currency exposure arises from its property development and investment activities in maintand
China, as the functional currency of these operations is Renminbi, Where appropriate and cost efficient, the Group seeks to
finance these investments by Renminbi borrowings with reference to the future Renminbi funding requirements from the
investments and related returns.

(e) Sensitivity analysis

In managing interest rate and foreign currency risks, the Group aims to reduce the impact of short-term fluctuations on the
Group's earnings. Over ihe longer term, however, permanent changes in interest rates and foreign exchange rates would have
an impact on consolidated earnings.
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4 Financial instruments (continued)
( Fair values

All financial instruments are carried at amounts not materially different from their fair values as at 30 June 2007 and 2006
except as follows:

(i} Amounts due from/to subsidiaries, associates and jointly controlled entities
Certain amounts gue from/to subsidiaries, associates and jointly controlled entities of the Group and the Company are
unsecured, interest-free and have no fixed repayment terms. Given these terms it is not meaningful to quantify their fair
values and they are stated at cost.

(i)  Unlisted investments
Equity securities of HK$59.6 million at 30 June 2007 (2006: HK$103.8 million} do not have a quoted market price in an
active market and therefore their fair values cannot be reliably measured. They are recognised at cost less impairment
losses at the balance sheet date (see note 22).

(g) Estimation of fair values
The following summarises the major methods and assumptions used in estimating the fair values of financial instruments.

)  Securities
Fair value is based on quoted market prices at the balance sheet date without any deduction for transaction costs.

(i) Interest-bearing borrowings
The fair value is estimated as the present value of future cash flows, discounted at current market interest rates for
simitar financial instruments.

5 Turnover

Turnover of the Group represents proceeds from the sale of properties, rental income, interest income from provision of finance,
income from construction, infrastructure business, hotel operation and management, and others mainly including income from
department store operations, investment holding, project management, property management, agency services, provision of
cleaning and security guard services.

The major items are analysed as follows:

2007 2006
HK$ million HKS$ million

Sale of properties {note) 4,658.3 2,708.6
Rental income 2,483.9 22610
Interest income from arovision of finance 94.3 114.6
Construction 101.1 856.4
Infrastructure ’ 188.7 136.4
Hotel operation 132.8 134.5
Others 696.8 561.5

8,355.9 67730

Note: Sale of properties in 2007 included an amount of HK$1,012.8 mitlion relating to the Group’s share of sales proceeds from its interest in a
property project jointly developed by the Group and an associate.
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6  Other revenue and other net income

2007 2006
HKS million HKS million

Other revenue

Bank interest income 268.7 1406
Other interest income 194 255
Others 60.7 330

348.8 199.1

Other net income

Fixed assets written off {17.4) —
Loss on sale of listed investments 2.0) —
Loss on disposal of fixed assets {11.6) (8.1)
Net foreign exchange gain 54.4 232
Others 1.5 37

24.9 18.8

7  Other operating income, net

2007 2006
HKS million HKS$ million

Government rent {note (i) (84.0) —
Deemed profit on placement of a listed subsidiary’s shares (note () — 829.6
Excess of interest in fair values of the acquirees’
identifiable assets over cost of husiness combination (note (i) 3524 812.5
Reversal of impairment loss on properties under development for own use -—_ 86.0
(Provision)/write-back of provision on inventories (24.4) 263
Net gain on disposal of subsidiaries 357 243
Impairment loss on available-for-sate securities {13.5) —
Impairment loss on goodwill (note (vl — (161.8)
Impairment loss for bad and doubtful debts (81.1) (34.3)
Impairment loss on fixed assets other than investment properties (note 16) - {4.5)
Cthers (39.9) (242.2)
145.2 1,335.9
NGtes:

i} Since 1997, the Group received rent demand notes from the Government of The Hong Kong Special Administrative Region in respect of
the Group’s certain sites under development in prior years. The Group objected the demand for government rent payment and obtained a
holg-over order on the government rent payment issued by the Rating and Valuation Department, in October 2006, the hold-over order was
withdrawn and the Group paid government rent totailing HK$84.0 millior in this regard.

iy This represented the deemed profit in refation to the placement of 230.0 million ordinary shares by Henderson Investment Lirmited ("HIL),
a listed subsidiary of the Group on 18 April 2006.

(i)  The amount in 2007 arose from the aoquisition of interest in certain subsidiaries and associates of HiL on 13 june 2007. The amount i 2006
arose from the privatisation of Henderson China Holdings Limited ("HCHL"}, a subsidiary of the Group, on 15 Atgust 2005.

fv)  On 8 December 2005, a non wholly-owned subsidiary, Henderson Cyber Limited (“HCL"} was privatised jointly by HIL and The Hong Kong and
China Gas Company Limited, an associate of the Group. Upon the privatisation, there was an excess of HILS total cost of acquisition over
its interest in the net assets value of HCL and goodwill of approximately HK$161.8 million arose. By reference to the cash flow forecast of
HCL, the directors were of the opinion that the goodwill arising from the privatisation was impaired and full impairment loss was made as at
30 June 2006.
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8  Profit before taxation
Profit before taxation is arrived at after charging/(crediting):

2007 2006
HKS$ million HK$ million

(a) Finance costs:

Bank interest 853.0 759.1
Interest on loans wholly repayable within five years 100.4 84.1
Other borrowing costs 36.4 343
989.8 8775
Less: Amount ¢apitalised * (482.1) (381.3}
507.7 496.2

* The borrowing costs have been capitalised at rates ranging from 4.57% t0 4.81%
{2006 4.47% to 4.46%) per annum.

(b) Staff costs:

Contributions to defined contribution retirement plans 41.4 361
Salaries, wages and other benefits 1,059.4 968.9
1,100.8 1,005,0

{c} Otheritems:

Depreciation 99.9 102.5
Less: Amount capitalised (1.1) 0.1
98.8 1024
Amortisation of land lease premium 5.9 4.1
Amortisation of toll highway operation rights 10.1 15.6
Cost of sales
— completed properties for sale (note) 2,308.8 1,076.4
— trading stocks 137.6 132.4
Auditors’ remuneration 19.7 128

Rentals receivable from investment properties
net of direct outgoings of HK$721.7 miillion

(2006: HK$762.8 million) * {1,341.2) (1,104.8)
Other rental income less direct outgoings (251.4) (265.8)
Dividend income from investments

— listed (13.9) (7.9

— unlisted (1.8} {12.5)

Inciuded contingent rental income of HK$118.4 million (2006: HK$123.0 miflion).

Note: The amount in 2007 included the cost of properties sold in connection with the property project jointly developed by the Group and
the associate as disclosed in note 5.
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9  Income tax
(a) Income tax in the consolidated profit and loss account represents:

2007 2006
HKS million HK$ million

Current tax - Provision for Hong Kong Profits Tax

Provision for the year 304.7 3695
Under/{over)-provision in respect of prior years 18.2 (4.4)
322.9 365.1

Current tax - Provision for taxation outside Hong Kong

Provision for the year 48.2 326
uUnder-provision in respect of prior years 8.9 —
57.1 326

Deferred taxation

Origination and reversal of temporary differences 3535 1,194.0
Effect of change in tax rate {35.4) —
318.1 71,1940
698.1 1,591.7

Provision for Hong Kong Profits Tax has been made at 17.5% (200¢; 17.5%) on the estimated assessable profits for the year.

Provision for taxation outside Hong Kong is provided for at the applicable rates of taxation for the year on the estimated
assessable profits arising in the relevant tax jurisdictions during the year.

On 16 March 2007, the Tenth National People’s Congress approved the Corporate Income Tax Law of the People's Republic of
China {"PRC"), under which the new enterprises income tax rates for domestic and foreign enterprises are unified at 25% with
effect from 1 January 2008. In this connection, the net deferrec tax liabilities of those subsidiaries in mainland China which
were subject to a standard enterprise income tax rate of 33% were decreased by HK335.4 million as at 30 june 2007. Since
implementation measure on transitional policy of preferential tax rate granted according to current tax law and administrative
regulations was not yet announced, the Group is not in a position to assess the impact, if any, on the deferred taxation of those
subsidiaries in mainland China enjoying preferential tax rate as at 30 June 2007.
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9 Income tax (continued)
(b) Reconciliation between tax expense and accounting profit at applicable tax rates:

2007 2006
HKS million HKS millien

Profit before taxation 12,6717 17,1960

Naticnal tax on profit before taxation, calculated at the rates applicable 0 profits

in the countries concerned 2,189.7 2,968.9
Tax effect of share of profits less losses of associates and jointly controlled entities {1,349.4) {1,109.5)
Tax effect of non-deductible expenses 18.1 85.1
Tax effect of non-taxable revenue (157.3) (355.0)
Tax effect of current year's tax losses not recognised 72.0 1328
Tax effect of prior year's tax losses utilised (40.8) (68.7)
Tax effect of unused tax tosses not recognised in prior years now recognised (25.9) (57.5)
Effect of opening deferred tax balances resulting from a decrease in tax rate fnote Ha) (35.4) -
Under/{over)-pravision in respect of prior years 271 4.4
Actual tax expense 698.1 1,591.7

(c) Deferred tax assets and liabilities recognised:

The components of deferred tax (assets)/liabilities recognised in the consolidated balance sheet and the movements during the
year are as follows:

The Gronp
Depreciation (Constderalion
allowances Eliminaion Fairvalue  receivable on
inexcess  Revaluation and  adjustmenl disposal of Lol
of related of capitalisalion  onbusiness collection right
depreciation properties  ofexpenses  combination  of loll bridges Tax losses Others Total

HKSmillion ~ HKSmillion  HKSmillion  HKSmillion  HESmillion  HKSmillion  HKSmillion  HKS million

Deferred taxation anising from:

At 1 uly 2005 508 KFLEN) 2649 1574 114 277 - 44329
Exchange adjustments 35 (V0 - - - - - 23
Charged/(credited) to profit or loss 08 1,168.3 87.2 - on {140.4) 30 1,1940
Charged to propery revaluation reserve - 154 - - - - - 18,1
Additional investments ir subsidiaries - - - X85 - — - 289
Transfer t0 assets classified as held for sale - — ELR) 8 - - - 23
Disposal of a subsidiary - - 15 - - - - 15
At 30 hune 2006 6341 LRZIR 3567 87 139 73 K] 58872
AL 1 July 2004 634.1 4,911 156.7 375.7 139 417.3) 30 5,887.2
Exchange adjustments 47 (1.0} - - 14 - - 51
{Creditedy/charged to profit or loss (2.6) 3024 29.2) - {1.1) 485 - 3181
Additional investments in subsidiaries - 19 {8.9) 130.1 - - 2.0 1211
Disposat of subsidiaries (17.6) (131.3) - - - 1.0 (1.0} (138.9)
AL 30 June 2007 618.6 50931 3186 5058 14.2 {352.7} - 6,192.6
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9 Income tax (continued)
(c) Deferred tax assets and liabilities recognised: (continued)

The Group
2007 2006
HKS million HKS million

Net deferred tax assets recognised in the consolidated balance sheet {108.9} (163.2)
Net deferred tax liabilities recognised in the consolidated balance sheet 6,301.5 60504
6,192.6 5,887.2
(d) Deferred tax assets not recognised:
Deferred tax assets have not been recognised in respect of the following items:
2007 2006

Deductible Deductible

temporary temporary
differences/ Deferred differences/ Deferred
tax losses tax asset tax losses tax asset

HES miltion HK$ million

HKS million HK$ million

Deductible termporary differences 389.4 68.1 319.4 55.9
Future benefits of tax losses
Hong Kong (note (a}}
— Assessed by the inland Revenue Department 1,007.4 176.3 8203 1435
— Not yet assessed by the Inland Revenue Department 1.559.6 2729 1,851.2 3240
Outside Hong Kong (note (b) 525.1 130.5 5932 181.1
3,481.5 647.8 3.5841 704.5
Notes:

(8)  The tax losses do not expire under current tax legisiation.

(B Thetax losses can be carried forward 10 offset against taxable profits of subsequent years for up to five years from the year in which

they arose.

The Group has not recognised deferred tax assets in respect of deductible temporary differences and unused tax losses of
certain subsidiaries as it is not probable that sufficient future taxable profits will be available against which the deductible

temporary differences and unused tax fosses can be utilised.
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10 Directors’' remuneration
Directors’ remuneration disclosed pursuant to Section 161 of the Hong Kong Companies Ordinance is as follows:

2007
Salaries,
emoluments,
other Retirement
allowances  Discretionary scheme
Fees and benefits bonuses contributions Total

HKS"000 HKS'000 HK$'000 HK$'000 HK$'000
Executive Directors
Dr. the Hon, Lee Shau Kee 70 8,820 — — 8,890
Lee Ka Kit 70 12,958 —_ 12 13,040
Calin Lam Ko Yin 70 6,567 19,490 364 26,491
Lee Ka Shing 70 7.490 — 324 7.884
John Yip Ying Chee 50 5,402 15,000 301 20,753
Alexander Au Siu Kee 50 7,650 5,000 331 13,031
Suen Kwok Lam 70 4,170 5,200 232 9,672
Lee King Yue 70 2,767 — 154 2,991
Fung Lee woon King 50 3,664 2,142 203 6,059
Eddie Lau Yum Chuen 70 — — —_— 70
Li Ning 70 2,701 — 134 2,905
Patrick Kwok Ping Ho 120 3,985 — 193 4,298
Non-executive Directors
The Hon. Lo Tak Shing " 25 _ - - 25
Sir Po-shing Woo 70 — — — 70
Leung Hay Man 70 430 - — 500
Angelina Lee Pui Ling 50 —_ — — 50
Lee Tat Man 70 —_— — — 70
vincent Liang * — — — - -
Jackson Woo Ka Biu — — — — —
Independent non-executive Directors
Gordon Kwong Che Keung 70 430 - - 500
Professor Ko Ping Keung 70 430 - - 500
Wu King Cheong 70 430 — — 500
Total 1,325 67,894 46,832 2,248 118,299

A

The Hon. Lo Tak Shing passed away on 11 December 2006. Mr Vincent Liang ceased to be the alternate director to The Hon. Lo on the same
date.
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10 Directors’ remuneration (continued)
Directors’ remuneration disclosed pursuant to Section 161 of the Hong Kong Companies Ordinance is as follows: {continued)

2006
Salaries,
emoluments,
other Retirement
allowances and Discretionary scheme
Fees benefits bonuses contributions Total

HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
Executive Directors
Dr. the Hon. Lee Shau Kee 130 7,267 — — 7,397
Lee Ka Kit 130 7,140 — 3 7,273
Colin Lam Ko Yin 130 6,317 14,740 350 21,537
Lee Ka Shing 130 3638 — 169 3,937
John Yip Ying Chee 50 4,503 11,000 251 15,804
Alexander Au Siu Kee ' 25 3,658 — 183 3,866
Ho wing Fun’ 0 7,760 21,735 13 29716
Suen Kwok Lam 70 3,648 3,500 203 7,421
Lee King Yue 90 2,664 — 148 2,902
Fung Lee Woon King 50 3,636 1,735 196 5617
Leung Sing” 70 8,933 34,300 205 43,508
Eddie Lau Yum Chuen 70 — — — 70
Li Ning 70 2,253 — 123 2,446
Patrick Kwok Ping Ho 108 3,182 — 177 3,467
Non-executive Directors
The Hon. Lo Tak Shing 50 — — — 50
Sir Po-shing wWoo 70 -_ — — 70
Leung Hay Man 70 430 — — 500
Angelina Lee Pui Ling 50 — — — 50
Lee Tat Man 70 — —_ — 70
Kan Fook Yee ® 179 893 - — 1,072
Vincent Liang ~ — — — —_ —
Jackson Woo Ka Biu — —_ — — —
Independent non-executive Directors
Gordon Xwong Che Keung 90 610 — — 700
Professor Ko Ping Keung 105 570 — — 675
WU King Cheong 70 430 — — 500
Total 1,967 67,532 87,010 2,139 158,648

‘ Appointed on 8 Decernber 2005
Resigned upon retirement on 1 July 2006
@ Resigned on 23 May 2006
- Alternate director to The Hon. Lo Tak Shing

There was no arrangement under which a director had waived or agreed to waive any remuneration during the current and prior
years.
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11

12

13

Individuals with highest emoluments

Of the five individuais with the highest emoluments, four (2006: four) of them are directors whose emoluments are disclosed in note
10, The emoluments in respect of the remaining one (2006; one) individual are as follows:

The Group
2007 2006
HKS'000 HK$'000
Salaries, emoluments, other allowances and benefits 5,808 3,968
Retirement scheme contributions 196 222
Discretionary honuses 11,714 3,500
17,718 7,690

Profit attributable to equity shareholders of the Company

The consofidated profit atiributable to equity shareholders of the Company includes a profit of HK$12,229.0 million {2006, HK$702.9

million} which has been dealt with in the accounts of the Company.

Dividends

(a) Dividends payable to equity shareholders of the Company attributable to the year

2007 2006
HKS million HK$ million

Interim dividend declared and paid of HK$0.4

(2006; HK$0.4) per share 777.0 725.8

Final dividend proposed after the balance sheet date of
HK$0.7 (2006 HK$0.45) per share 1,359.8 1,179.5
2,136.8 1,905.3

The final dividend propased after the balance sheet date has not been recognised as a liabiiity at the balance sheet date.

(b) Dividends payable to equity shareholders of the Company attributable to the previous financial year, approved

and paid during the year

2007 2006
HKS million HK$ million

Final dividend in respect of the previous financial year,
approved and paid during the year, of HK$0.65
(2006 HK$0.6) per share

1,262.7 1,088.8
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14 Earnings per share

(@} The calculation of earnings per share is based on the profit attributable to equity shareholders of the Company of HK$9,817.7
million {2006: HK$13,548.7 million) and on the weighted average number of 1,892.1 million ordinary shares {2006: 1,814.6 million
ordinary shares} in issue during the year.

There were no dilutive potential shares in existence during the years ended 30 June 2006 and 2007, therefore diluted earnings
per share are same as basic earnings per share for both the current and prior years.

{y The calculation of adjusted earnings per share is based on the profit attributable to equity shareholders of the Company and

adjusted as follows:

2007 2006
HKS million HK$ million

Profit attributable to equity shareholgders of the Company 9.817.7 13,548.7
Effect of changes in fair value of investment properties (1,981.4) (7.297.0)
Effect of deferred taxation on changes in fair vafue of investment properties 302.4 1.165.3

Effect of share of changes in fair value of investment properties

{net of deferred taxation} of:

— associates (578.9) (745.4)
— jointly controlled entities (2,328.3) (2,766.8)
Effect of share of minority interests 651.3 1,35634
Adjusted earnings for caiculation of earnings per share 5,882.8 5,268.2
Adjusted earnings per share HK$ 3.11 HK$ 2.50

15 Segmental information

Segmental information is presented in respect of the Group’s business and geographical segments. Business segment information is
chosen as the primary reporting format because this is more relevant to the Group’s internal financial reporting.

Business segments

The Group comprises the following main business segments:

Property development
Property leasing
Finance

Construction
Infrastructure

Hotel operation
Others
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15 Segmental information (continued)
Business segments (continued)

Property Property Infra- Hate]
development leasing Finarce ~Construeticn strecture  operation Others  Eliminations  Cousolidated
HES million HKSmillion  HKSmillion HKS million MKSmillion  HKSmillion HKSmillion  HKS million  HKS millien

For the year ended 30 Ju1e 2007

Income and results
Tumaowver 4,658.3 24819 94.3 1011 188.7 1328 696.8 - 8,355.9
Other revenue (excluding bank

interest income) - 43 09 23 kR 38 62.9 - 301
External revenue 4,658.3 24902 95.2 1034 192.6 1366 759.7 - 84350
Intar-segment revenue - 1484 49 732.3 - 11 5.2 (14,1} -
Total revenue 4,658.3 2,638.8 102.1 835.7 192.4 1317 7849 {914.1) 84350
Segment rasults 1,508.1 1,625.2 89.1 53.0 1307 42.7 1224 3512
inter-segment transactions 56.4 (32.6) (6.9 .3 - (1.1 8.0 {(12.3)
Contribution from operations 1,564.7 1,592.4 82.2 117 130.7 416 130.4 3,553.9
Bank interest income 2687
Prowision on invenitories (24.4) - - - - - - (24.4)
Unallocated operating expenses

aet of income {311.3)
Profit from operations 3,486.9
Increase in 4air vatue of

investment propertias 19814
Firiange costs l {507.7)

4,960.6

Share of profits less lasses of

associates 40580
Shiare of profits less losses of

jointly controllad entities 7945 2,115 5.8 24 - 884 50.5 3,6531
Profit before taxation 12,6717
Income tax (698.1)
Profit for the year 119734
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15 Segmental information (continued)
Business segments (centinued)

Property Property Infra- Hotel
development leasing Finance  Construction structure  operation Others  Eliminations Cousolidated
HES million  HES million HKSmillion HESmillion  HKSmillion  HKSmiflion  HKS million  HKSmillica  HKS millisa

For the year ended 30 June 2007

{contiazad)
Balance sheet
Segment assets 38,7643 45,8198 1,000.9 1312 1,614.9 1,885.1 1,707.5 (252.4) 90,6713
Intgrest in associates 20,5363
Intarest in jointly controlled entities 3335.2 64,5264 1388 1.1 - 1,041.0 1154 - 11,167.9
Unatiocated assets 10.521.0
Total assets 132,896.5
Segment liabilities 22419 7145 2397 226 96.5 66.3 583.8 (252.4) 40289
Una%ocated liahiities 28,124.0
Total fiabilities 32,1529
Other information
Depreciation and amortisation

fox the year 0.9 9.2 {0.1) (0.9 {31.7) {21.3) (517
Capital expenditure ingurred

during the year 53128 2201 - 2.0 174.2 0.1 43.3
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15 Segmental information (continued)
Business segments (continued)

Property Property Infra- Hotel
development leasing Finznce  Construction stucture  operation Others  Eliminations  Consolidated
HK$million HKSmillion HK$milion HKSmilion HKSmilion HK$million HKSmillion HKSmillion  HX$ million

For the year ended 30 June 2006
income and resuits
Tusnower 20086 22610 1144 8544 1364 1345 %15 - 87730
Cther revenue {exciuding bank

interest income) 35 52 16 22 10 02 28 - 585
Extemal reverye 27121 22662 1162 8586 1374 1387 6043 - 68315
Inter-segmant revenug - 1255 14 8245 - 08 23 785 -
Total revenue sl 297 1176 16831 1374 1355 6324 {978.5 68315
Segment results 13562 1,3843 1184 423 Bi8 429 02 31201
Inter-segment transactions 2.1} (137 (1.4 6190 - on 21 76.2)
Contribution from operations 1344 1,37046 1154 13 818 482 7% 30439
Bank interest income 04
Reversal of impairment loss on

propenties under development

for own use 890 - - - - - — 80
Wite-back of provision on

inventories 263 - - - - - - 263
Unallocated operating incorme

net ¢f expenses 758.3
Profit from operations 40654
Increasa in fair value of

investmant properties 72910
Finance costs {496.2)

10859

Share of profits less losses of

associates 25348
Share of profits less losses of

jointly controlied entities 700 30626 70 100 - 136 121 38053
Profit before taxation 17,1960
Income tax (15915
Profit for the year 19.604.3
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15 Segmental information (continued)
Business segments {continued)
Proparty Property Infra- Hote}

development leasing Finance  Construction stacturs  operaticn Others  Eliminations  Consolidated
HKSmillion HXSmillion HKSmilion HK$million HKSmillion HKSmillien HKSmillion HKSmillion  HKS million

For the year ended 30 June 2006 onined
Balance sheet
Segment assets 201957 51,3733 8318 767 12145 785 10517 (192.2) 84,2830
Interest in associates 16,9626
Intgrest in jointly controlled entities 21994 120813 158 88 - 15208 637 - 16,0261
Una‘located assets 28,6516
Total assels 159233
Segrent liabiities 7950 6693 1536 6340 209 b6 4381 (1922 27647
Una'iocatedt fiabifities 857
Total liabilities 21404
Qther information
Depreciation and amortisation for the year 04 $4) - 0.6} (36.1) {190 (59.1
Capial expenditure incurred during the year 45137 15931 - 0.1 1 0.1 10
Geographical segments
Mainland
Hong Kong China Consolidated

HKS million HKS$ million HKS million

For the year ended 30 june 2007

Turnover 7.954.3 401.6 8,355.9
Other revenue {excluding bank interest income} 69.2 10.9 80.1
External revenue 8,023.5 412.5 8,436.0
Segment assets 71,7291 19,194.6
Capital expenditure incurred during the year 3.497.4 2,255.1

For the year ended 30 June 2006

Turnover 6,528.9 2441 6,7730
Other revenue {excluding bank interest income) 494 9.4 58.5
External revenue 6,578.3 253.2 6,831.5
Segment assets 70,527.7 13,9475
Capital expenditure incurred during the year 39647 2,154.4
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16 Fixed assets

{a) The Group

Investment Properties
properties under
Investment under Hotel  Otherland development
properties  development  properties andbuildings  for own use Bridges Otkers Totat
HK$ miltion HK$million HK$million MHK$million HKSmillion HKSmilion HKSmillion HKS millien
Cost or valuation;
A1 Iuly 2005 44,3259 329 4013 4785 5279 5453 7825 474183
Exchange adjustments 1474 - - - - - 21 14925
Additions 20924 9 - - Moz 05 712 28134
Transfer from propertes under
development unde) current assets 8.2 - - - - - - 862
Disposals
— {hrougn gisposal of a subsidiary - - - - - - . 1.1
~ others 3.3) - - - - - Y] &1.0
Surplus on revalliation 72971 — - 8.3 - - - 7383
Transfer to imvestment proparty 211 - - 9.1 - - - B0
Transter to assets classifed as held for sale - - - 38 - - 20 58
At 30 June 2006 54,1669 6%.8 8013 ¥e 871 5598 2010 579948
Representing;
Cost - 65.8 6013 me 8771 555.8 8010 38779
Valuation 54,1669 - - - - - - 54,1669
54,1669 6548 a3 KON LITR| 559.8 8010 579943
Accumulated depreciation and
impairment loss:
At 1 July 2005 - - 139 9 240 1425 8256 11819
Exchange adjustments - — — - - - 15 15
Charge for the year - - 150 44 - 190 539 1025
Reversal of impairment foss rote (@ - - - - (86.0) - - (860
Impairment koss fote (il - - - - - - 45 45
Written back on isposa
— through disposal of a subsidiary - - - - - - (.o 0o
— others - - — - - - (49.5 #95
Elimination Lpon transfer to
investment property - - - {241) - - - 24.1
Elimination upon transfer to assets classified
as held for sale - - - 1.3 - - tn 30
AL Y0 June 2004 - - 1499 541 1180 161.5 6433 1,1268
Net book value:
At 30 June 2006 54,1669 656.8 4514 718 IS »3 197.7 56,8680
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16 Fixed assets (continued)
(a) The Group (continued)

Investment Properties
properties under
Investrent under Hotel  Othertand  development
properties development  properti>s and buildings  for own use Bridges Others Tatal

HKS million  HES million HK$millim HKSmillion HKSmillion HKSmiflion  HXSmillion  HKS million

Cost or valuation:
A1 July 2006 54,146.9 656.8 601.3 mse 8771 559.8 2010 57,9948
Exchange adjustments 728 - - - - 59.1 43 336.7
Additions 4268 5416 - 28 184.6 1731 887 14196
Disposals

— through disposat of subsidiaries {1,441.0) - - - - - - (1.441.0}

~others {45.8) - - (32.4) - - {56.7 (134.6}
Surplus on ravaluation 19814 - — — - - - 19814
Transfer to inventories {5,182.6) (346.4) - - - - - {5.529.00
Written off - - - - - - (75.6) (75.6)
Transfer to hotel properties - - 3544 - (1,063.7) - - (709.3)
At 30 june 2007 50,178.5 8520 955.7 302.6 - 7920 762.2 53,843.0
Representing:
Cost - 8520 9557 3026 - 1920 1622 3,664.5
Vawation 50,178.5 - - - - - - 50,1785

50,178.5 8520 9357 302.6 - 792.0 7622 - 538430

Accumuiated depreciation and

impairment fosses:
A1 ey 2006 - - 149.9 54.1 118.0 161.5 643.3 11268
Exchange adjustments - - — - - 17.4 8 214
Charge for the year - - 16.5 43 - 204 58.7 99.9
Viritten off - - - - - - {58.2} {58.2)
Written back on disposal

—others - - - 3.7) - - {55.9) {59.6)
Transfer to hote! properties - - - - {118.0) - - {(118.0)
AL X0 June 2007 - - 166.4 54.7 - 1995 917 10123
Net book value:
At 30 June 2007 50,1785 8520 7893 2479 - 592.5 1705 52,830.7
Notes:

) During the year ended 30 June 2006, the directors carried out a review oOf the carrying amount of a project site intended for hotef
development purpose. Based on their review which was by reference 1o a valuation performed by DTZ, an independent firm of
professional surveyors, impairment loss of HK$86.0:million in respect of this development site was written back and recognised in the
profit and loss account during that year.

(i) During the year ended 30 June 2006, due to difficult operating environment, the operation scale of the information technology
business was down-sized. Based on the Group’s assessment of the recoverable amount of the refated assets, impairment lass of
HK$4.5 million was made on the carrying amount of the data centre and network equipment and facilities.
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For the year ended 30 june 2007

16 Fixed assets (continued)
(b) The analysis of net book value of properties is as follows:

The Group
2007 2006
HKS million HKS million

In Hong Kong

— under long leases 5,779.9 6,316.1
— under medium-term leases 41,124.4 45,3021
46,904.3 51,618.2

Cutside Hong <ong
— under lonig leases — 03
— under medium-term leases 5,755.9 5,091.8
5,755.9 50921
52,660.2 56,710.3

{c) The Group's investment properties were revalued as at 30 June 2007 by DTZ who have among their staff Fellows of The
Hong Kong Insiitute of Surveyors with recent experience in the location and category of property being valued, on a market
value hasis in their existing states by reference to comparable market transactions and where appropriate on the basis of
capitalisation of the net income allowing for reversionary income potential.

{d) Al properties held under operating leases that would otherwise meet the definition of investment properties are classified as
investment properties.
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Notes
to the Accounts

For the year ended 30 June 2007

17 Toll highway operation rights

The Group
2007 2006
HKS$ million HKS$ million

Cost;

At 1uly 231.8 789.5
Exchange adjustment 24.4 -
Transier to assets classified as held for sale — {557.7)
At 30 June 256.2 2318

Accumulated amortisation:

AL 1 uly 60.7 2280
Exchange adjustment 6.5 -
Amortisation for the year (note 8(c)) 10.1 15.6
Elimination upon transfer to assets classified as held for sale — (182.9}
At 30 June 77.3 60.7

Carrying amount:
At 30 June 178.9 1711

On 16 December 1999, the Group was granted the operation rights of Maanshan Huan Tong Highway (the "Highway") by the People’s
Government of Anhui Province (ZHEIH AREBFT) for a period of 25 years. During the 25-year toll highway concession period, the
Group has the rights of management of the Highway and the foll-collection rights therecf. The Group is reguired to maintain and
operate the Highway in accordance with the regulations promulgated by the relevant government authority.

At 30 June 2006 and 2007, the toll highway operation rights are pledged to secure the Group’s certain bank [oans {see note 29).

The amortisation charge for the year is included in “Direct costs” in the consolidated profit and loss account,
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For the year ended 30 June 2007

18 Interests in leasehold land held for own use under operating leases
The analysis of net book value of interests in leasehold fand held for own use under operating leases is as follows:
The Group

2007 2006
HKS million HK$ million

In Hong Keng
— under long leases 234.5 175.2
— under medium-term leases 799.4 43.1
1,033.9 2233
19 Interest in subsidiaries
The Company
2007 2006

HKS million HKS million

Unlisted shares, at cost 2,493.5 2,3551
Amounts due from subsidiaries 59,898.5 41,207.5
62,392.0 43,562.6
Less: Impairment loss (93.3) (93.3)
62,298.7 43,4693
Amounts due to subsidiaries {8.315.3) (5,292.7)
53,983.4 38,176.6

The amounts due from/to subsidiaries are unsecured, interest-free and have no fixed terms of repayment. The balances are not
expected to be recovered/repaid within one year.

Details of the principal subsidiaries at 30 June 2007 are shown on pages 181 to 185.
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20 Interest in associates

The Group The Company
2007 2006 2007 2006
HKS million HKS million HKS million HK$ million

Unlisted
Shares, at cost — - 162.7 164.7
Share of net assets 897.1 628.7 _ —
Amounts due from associates 1,255.0 1,266.9 251.2 356.7
2,152.1 1,895.6 413.9 5214
Less: Impairment loss - — (49.0) {49.0)
2,152.1 1,895.6 364.9 472.4
Listed in Hong Kong
Share of net assets, including goodwill on acquisition 18,384.2 15,067.0 — —
20,536.3 16,962.6 3649 4724
Market value of listed shares 42,8312 39,7604 — —_

Except for the amounts due from associates of HK$142.5 million (2006: HK$140.1 million) and HK$4%.6 million (2006: HK$ Nily which
are interest-bearing at Hong Kong dollar prime rate less 3.5% and Hong Kong prime rate plus 2% per annum, respectively, all of the
amounts due from associates are unsecured, interest-free and have no fixed terms of repayment. The balances are not expected 0
be recovered within one year.

Details of the principal associates at 30 June 2007 are set out on page 186.

summary financial information on associates:

Assels Liabilities Equity Revenues Profit

HKS million HKS mitlion HKS$ millien HKS million HKS million

{note}

2007 58,418.0 (21.642.7) 36,775.3 17,210.6 10.477.6
2006 49,130.6 (20,957.0) 28,173.6 12,806.4 6,562.0

Note: included in the profit of the associates for the year ended 32 iunie 2007 s a gain of HK$2,.235.7 million arising from the disposai of interests
in ten piped city-gas joint venturas by The Hong Kong and China Gas Cormpany Limited to Towngas China Company Limited, formerty known
as Panva Gas Holdings Limited.
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21 Interest in jointly controlled entities

The Group The Company
2007 2006 2007 2006
HKS million HK$ million HKS million HKS million
Unlisted shares, at cost — — _ —
Share of net assets 8,644.0 7.3648 — —
Amounts due from jointly controlled entities 2,523.9 86613 124.5 121.5
11,167.9 16,026.1 124.5 121.5

The amounts due from jointly controlied entities are unsecured, interest-free and have no fixed terms of repayment except for the
amounts of HK$8.6 million {2006: HK$10.3 million) and HK$161.5 million {2006: HK$ Nil} which are interest-bearing at Hong Kong dollar

- prime rate and Hong Kong Interbank Offered Rate plus 0.5% per annum, respectively The balances are not expected to be recovered
within one year.

Details of the principal jointly controlled entities at 30 June 2007 are set cut on page 187.
summary financial information on jointly controlled entities — Group’s effective interest:

2007 2006
HKS million HKS$ million

Non-current assets 16,349.6 19,100.4
Current assets 31422 2,392.3
non-current liabilities (9.341.9) (12,136.1)
Current liabilities (1,505.9) {1.991.8)
Net assets 8,644.0 73548
Income 7.366.6 7.337.2
Expenses (3.713.5) {3,531.%}
Profit for the year 3,653.1 3.805.3
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22 Other financial assets
The Group
2607 2008
HK$ million HKS$ million

Held-to-maturity debt securities

Listed outside Hong Kong - "5
Available-for-sale equity securities

Unlisted 59.6 103.8

Listed:

— in Hong Kong 944.3 461.8

— outside Hong Kong 66.6 299

' 1,070.5 607.0

Instalments receivable 909.3 7324

Long term receivable 110.0 1167

2,089.8 1,456.1

Market value of listed securities 1,010.9 502.8

Instalments receivable

Instalments receivable represents the proceeds receivable from the sale of flats due after twelve months from the balance sheet
date. Instaiments receivable due within twetve months from the balance sheet date is included in “Trade and cther receivables”
under current assets (note 25).

Long term receivable

Long term receivable represents the non-current portion of the discounted value of the instalments receivable in the future arising
from the disposal of toll coltection right of certain toll bridges. The current portion of HK$27.7 million {2006 HK$23.7 million), which is
expected to be recovered within one year, is included in “Trade and other receivables” classified under current assets {see note 25).

23 Deposits for acquisition of properties

Deposits for acquisition of properties mainly include HK$1,367.9 million {2006: HK$3604.0 milfion) and HK$561.0 million (2006: HK$561.0
million) paid for the acquisition of certain pieces of land/properties located in mainfand China and Macau, respectively.
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24 Inventories

The Group
2007 2006
HKS million HKS million

Property development {note)

Leasehold land held for development for sale 6,548.3 56789

Properties held for/under development for sale 14,942.7 ©.710.4

Completed properties for sale 7.829.4 5,593.1
29,3204 20,9824

Other operations

Trading stocks 62.4 534
29,3828 21,036.0

Note;

The analysis of carrying value of properties is as foflows:

The Group
2007 2006
HKS million HKS million
inHong Kang
— under long leases 2,185.5 1,726.8
— under medium-term leases 19,014.7 13,4928
— under short leases — 74
21,200.2 15,227.0
In mainland China
— under ong leases 2,281.0 1,289.9
— under medium-term leases 5,839.2 4,4565.5
8,120.2 57554
29,320.4 209824
Including;
— Properties expected to be completed after more than one year 15,671.5 13,950.5
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to the Accounts

For the year ended 30 Jlune 2007

25 Trade and other receivables

The Group
2007 2006
HKS million HK$ million

The Company
2007 2006
HKS$ mitlion HX$ million

Loans receivable — K13 — —
Instalmenits receivable (note 22) 1,352.3 1,810.5 — —
Debtors, prepayments and deposits 1,722.1 1,169.5 249 43.1
Gross amount due from customers for contract work (rnote 26) 40.1 314 — —
Amcunts due from associates 364.1 130.8 - —
Amounts due from jointly controlled entities 46.7 212.4 — —

3,525.3 3.386.2 24.9 431

| i  All of the trade and other receivables are expected to be recovered within one year except for various deposits and other
receivables amounting to HK$509.9 million {2006: HK$490.0 million} which are expected to be recovered after more than one
year.

(i’ Included in trade and other receivables are trade debtors (net of impairment losses for bad and doubtful debts) with the
following ageing analysis as at the balance sheet date:

The Group The Company
2007 2006 2007 2006
HK5% million HKS$ million HKS$ million HK$ million

Current or under 1 month overdue 1,530.1 1,904.9 — —
More than 1 month overdue and up to
3 months overdue 78.6 55.8 - —_
More than 3 months overdue and up to
6 months overdue 825 322 _ —_
More than 6 months overdue 270.2 167.0 — —
1,961.4 2,1599 — —

(i) The Group's credit policy is set out in note 4(a).

{iv) The amounts due from associates and jointly controlled entities are unsecured, interest-free and have no fixed terms of
repayment.

26 Gross amount due from customers for contract work

The Group
2007 2006
HK$ million HKS$ million

Contracts in progress at the balance sheet date:

Contract costs incurred pius recognised profits less anticipated losses N 139.8 2854
Progress billings (99.7) (254.0)
Net contract work 40.1 N4
Represented by:

Gross amount due from customers for contract work (note 25} 40.1 314
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27 Cash and cash equivalents

The Group The Company

2007 2006 2007 2006

HKS million HKS$ million HKS million HKS million

Deposits with banks and other financial institutions 6,040.4 6,215.6 — —

Cash at bank and in hand 3,479.6 1,423.3 0.7 07

Cash and cash equivalents in the balance sheets 9,520.0 76389 0.7 0.7
Cash and cash equivalents classified as held for sale 20 0.5
Bank overdrafts {94.9) (181.4)

Cash and cash equivalents in the consofidated cash

flow statement 9.427.1 74580

included in cash and cash equivalents in the balance sheets are the following amounts denominated in a currency other than the

functional currency of the entity to which they relate:

The Group The Company
2007 2006 2007 2006
million million million million
United States Dollars {"USD"} usD 2829 ush 2578 usoD — usb —
lapanese Yen (“IPY™) PY 1727 PY — PY — IPY -—
28 Trade and other payables
The Group The Company
2007 2006 2007 2006
HKS million HKS$ million HES million HKS$ million
Creditors and accrued expenses 2,249.1 22106 91.2 859
Rental and other deposits 499.7 460.3 - —
Forward sales deposits received 1,328.0 0.4 — —
Arnounts due to associates 108.0 392 6.8 279
Amodlnts due to jointly controlled entities 212.2 19.6 7.1 45
4,397.0 2,730.1 105.1 118.3

N
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28 ‘Trade and other payables (continued)
(it  All of the trade and other payables are expected to be settled within one year except for an amount of HK$532.9 million (2006:
HK$518.5 million) which is expected to be setited after more than one year.
(i Included in trade and other payables are trade creditors with the following ageing analysis as at the balance sheet date:

The Group The Company
2007 2006 2007 2006
HKS million HK$ million HKS million HKS million

Due within 1 month and on demand 4499 334.6 - —
Due after 1 month but within 3 months 2731 2210 - —
Due after 3 months but within 6 months 66.6 106.0 — —
Due after &6 months 649.0 775.0 - —

1,438.6 1,436.6 — _

{iy The amounts due to associates and jointly controlled entities are unsecured, interest-free and have no fixed terms of
repayment.

29 Bank loans and overdrafts
The Group
2007 2006
HKS$ million HKS million

Bank loans and gverdrafts (note)

— Secured 28.9 55.6
— Unsecured 18,241.2 20,638.9
18,2701 20,6945

Note: Bank ioans and overdrafts are repayable as follows:

The Group
2007 2006
HKS million HKS$ million

within 1 year and included in current liabilities 3,007.4 7,029.2

After 1 year and included in non-current liabilities

— After 1 year but within 2 years 1,324.9 38485
— After 2 years but within 5 years 13,937.8 6,085.0
— After 5 years —_ 37318
15,262.7 13.665.3
18,2701 20,694.5

At 30 June 2007, certain of the Group’s bank loans were secured by the Group’s toli highway operation rights (see note 17) (2006:
the Group’s toll highway operation rights and pledged bank deposits of HK$20.2 million). Certain of the Group's banking facilities are
subject to the fulfilment of covenants relating to certain of the Group’s balance sheet ratios and minimum net assets requirement, as
are commonly found in lending arrangements with financial institutions. At 30 June 2006 and 2007, none of the covenants relating to
the banking facilities had been breached.
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30 Amount due to a fellow subsidiary

The amount due to a fellow subsidiary is unsecured, interest-bearing by reference to Hong Kong Interbank Offered Rate and has no
fixed terms of repayment. The balance is not expected to be settled within one year.

31 Assets and liabilities classified as held for sale

On 29 March 2006, the Group entered into a sale and purchase agreement with Fenghua Transportation lnvestment Co., Ltd. #{k173Z
BT R F], a minority shareholder of the Ningbo Subsidiaries {as defined below), to dispose of its entire interest in Ningbo Nickwell
Highway Developmant Company Limited, Ningbo Wise Link Highway Development Company Limited and Ningbo Rayter Highway
Development Company Limited (collectively referred to as the "Ningbo Subsidiaries”} at a consideration of RMB70 miillion (equivalent
to approximately Hk$72.2 million). Up to the approval date of these accounts, the transaction has yet to be completed, pending the
settlernent of the entire consideration which is expected to take place by 31 December 2007.

In addition, on 24 june 2005, the Group entered into a conditional agreement (as supplemented by a revised conditional agreement
on 4 April 2006) to dispose of its Interest in a subsidiary, Shanghai Henfield Properties Co., Ltd., to an independent third party at a
cash consideration 0f RMB523.0 million {equivalent to approximately HK$532.2 million). The transaction was completed in June 2007,
resulting in a gain on disposal of HK$156.4 mitlion.

The net assets of tha above relevant subsidiaries were classified as a disposal group held for sale as at 30 June 2006 and 2007 and
stated at the lower of the carrying amount and fair value less costs to sell except for deferred tax assets and certain financial assets,
which would contince to be measured in accordance with the accounting policies as set out in note 2.

The major classes of assets and Yiabilities classified as held for sale as at 30 June 2006 and 2007 were as follows:

The Group
2007 2006
HKS miklion HKS$ million

Assets

Fixed assets 3.2 28
Toll highway operation rights 414.4 3748
Deferred tax assets —_ 331
Inventories _ 2911
Debtors, prepayments and deposits 0.2 05
Cash and cash equivalents 2.0 0.5
Assets classified as held for sale 419.8 702.8
Liabilities

Accrued expenses 0.5 1.3
Bank loans, secured —_ 1694
Deferred tax liabilities — 0.8
Liabilities associated with assets classified as held for sale 0.5 171.5
Net assets classified as held for sale 419.3 531.3
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32 Capital and reserves

(a} The Group

Attributable to equity sharsholders of the Company

Property Capital
Share Share revaluation redemption  Exchange  Fairvalue Other  Retained Minarity Total
capital  premium reserve reserve Teserve reserve  reserves profits Total  interests equity
HKS million HKS million HKS million HKS miltion HK$ millicn HKS million HKS millien HKS million HKS million HKS$ million HKS million
At 1y 2005 36262 N574 - 02 4.7 09 53 094 657607 1006 TREN3
Exchange difference on
translation of accounts
of foreign entities - - - - 50 - - - 750 263 043
Revaluation surphuses net
of deferred taxation - - 641 - —_ - - - .1 11 71.2
Changes in fair vatue of
available-for-sale
securities - - - - - 1302 - - 1302 167 1469
Redemption cf guaranteed
comvertible notes - - - - - - {359 KL - - -
Transfer 10 othes resrves - - - - - — 22 22 - - -
Prosfit for the year - - - - - - —  13M87 13487 20556 15,6043
Dividends approved in
respect of the previeus
year {note 13b)) - - - - - - — 10888 (1,088 — (1088
Dividends declared and
paid in respect of the
cunant year (note 133 - - - - - - - 758 5.8 - 7258
Dividends patd to mincrity
shareholders - - - - - - - - - (310.0) {3109
Privatisation of fisted
subsidiaries - - - - - - - - - ¥n 23D
Share placement of 3
listed subsidiary - - - - - - - - - ¥ 270
Advances from minority
shareholders, net - - - — - - - - - 703 703
AL X0 June 2006 3692 1574 6.1 1Y 7303 134 B0 627088 TS 158138 937829
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32 Capital and reserves (continued)
(a) The Group (continued)
Attributable to equity skareho!ders of the Company

Property Capital
Share Share revaleation redemplion  Exchange  Fairvalue Otker  Retained Minarity Total
capital  premium  reserve  reserve  reserve  Feserve Feserves profits Total  interesis equity

HES million HKS million HKS mitlion HKS million HKS milliva HKS million HKS million HKS millian HKS million HKS millioa HKS miltion

Al ity 2006 3692 11,1574 64.1 202 2303 1M1 230 627088 779641 153138 937829
Exchange difference on

translation of agoounts

of forelgn entities - - - - 7099 - - - 0.9 1329 8428
Realisation of property

revaluation resens:

upon disposal -
Changes in fair value of
gvailable-for-sale

securities - - - - - 2688 - - 2688 51.7 326.5
Shares issued 256.0 5,252.0 - - - - - - 55080 — 55080
Transfer to other reserves - - — - - - 22 {2.2) - - -
Transfer to profi or lcss

on impaimment of

avallabie-of-sale

SeCurities - - - - - 9.2 - - 9.2 43 135
Realisation of excharige

resesve on disposal of

a subsiciary - - - (18.9) - - - (18.9) - (18.9)
Profit for the year - - - - - - - 9,817.7 98177 2,155.9 119735
Dividends approved in

respect of the previous

vear (note 1300 - - — —_ - - - {2621 (1,2627) - {12627
Dividends declared and

paid in respect of the

current year

(hote 13 - - - - - - - o o - 77.0}
Dividends paid to

minoity shareholders - - - - - - - - — 53 (52613
Distribustion t minority

sharehalders - - - - - - - - - {%0.3) {90.3)
Increase in shareholdings

in subsidiaries - - - - - - - - - 1740 1740
Dispesal of subsidiaries - - - - - - - - — (2593 (25943
Repayment to minority

shareholders, net - - - - - - - - - [18532) (18532

{56.0) - - - - 56.0 - - -

AL30 une 2007 38852 16,4094 81 202 $21.3 4091 252 705406 922191 85245 1007436
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32 Capital and reserves (continued)
(b) The Company

Capitat
Share Share redemption Retained Total
capital pramium reserve profits equily
HKS million HKS million HKS million HKS$ million HKS million
At 1 July 2005 3,629.2 11,157.4 20.2 25,0009 39.807.7
Profit for the year — — — 7029 702.9
Dividends approved
in respect of the
previous year
{note 13(b)) - - - (1,088.8) (1,088.8}
Dividends declared
and paid in respect
of the current year
(note 13(a) — — — 725.8) 725.8)
At 30 June 2006 3,629.2 11,157.4 20.2 23,889.2 38,696.0
At 1 July 2006 3,629.2 11,157.4 20.2 23,889.2 38,696.0
Shares issued 256.0 5,252.0 - —_ 5,508.0
Profit for the year - —_ - 12,229.0 12,229.0
Dividends approved
in respect of the
previous year
{note 13th)) - - —_ (1,262.7) (1.262.7}
Dividends declared
and paid in respect
of the current year
{note 13(a) - — — (777.0) {777.0)
At 30 June 2007 3,885.2 16,409.4 20.2 34,078.5 54,393.3
| {c) Share capital
| The Group and the Company
| No. of shares Amount
2007 2006 2007 2006
million million HKS million HK$ million
Authorised:
Ordinary shares of HK$2 each 2,600.0 2,6000 5,200.0 5,200.0
Issued and fully paid;
At 1 July 1,814.6 1,814.6 36292 3,629.2
Issue of shares 128.0 - 256.0 -
At 30 June 1,942.6 1,814.6 3,885.2 36292
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32 Capital and reserves {continued)

(c)

(d)

(e}

Share capital (continued)

During the year, 128.0 million ordinary shares in the Company were placed at a price of HK$43.05 per share {the "Placing Price”)
through a share placement arrangement. Subsequently, the Company issued 128.0 million new ordinary shares for cash at a
subscription price of HK$43.031 per share to increase the capital base of the Company. The subscription price is equivalent
to the Placing Price less expenses borne by the Company of approximately HK$2.4 miliion in relation to the placement
arrangement. Accordingly, the Company’s share capital and share premium account were increased by HK$256.0 million and
HK$5,252.0 million respectively. The new ordinary shares rank pari passu in all respects with the existing ordinary shares of the
Company.

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per
share at meetings of the Company. All ardinary shares rank egually with regard to the Company’s residual assets.

Nature and purpose of reserves

() Share premium and capital redemption reserve
The application of share premium and the capital redemption reserve is governed by Section 48B and Section 4%H
respectively of the Hong Kong Companies Ordinance.

(i}  Property revaluation reserve
Property revaluation reserve relates to other land and buildings. Where other land and buildings is reclassified to
investment property, the cumulative increase in fair value of investment property at the date of reclassification is included
in the property revaluation reserve, and will be transferred to retained profits upon the retirement or disposal of the
relevant property.

(iify Exchange reserve
The exchange reserve cornprises all foreign exchange differences arising from the translation of the accounts of foreign
operations. The reserve is dealt with in accordance with the accounting policy set out in note 2{v).

{iv) Fair value reserve
The fair value reserve comprises the cumulative net change in the fair value of avaitable-for-sale securities held at the
balance sheet date and is deatt with in accordance with the accounting policy set out in note 2(f).

(v) Other reserves
Other reserves comprise the value of unexercised equity component of guaranteed convertible notes issued by a
subsidiary of the Company (which were fully redeemed during the year ended 30 June 2006) and statutory reserve set up
for enterprises established in maintand China. According to the relevant PRC rules and regulations applicable to wholly
ioreign-owned enterprises, wholly foreign-owned enterprises are required to transfer at least 10% of their profits after
taxation, as determined under the PRC Accounting Regulations, to a reserve fund untit the reserve fund balance reaches
50% of the relevant enterprises’ registered capital.

Distributability of reserves

At 30 June 2007, the aggregate amount of reserves available for distribution to equity shareholders of the Company was
HK$34,078.5 million (2006; HK$23,889.2 million). After the balance sheet date the directors proposed a final dividend of HK$0.7
(2006 HK$0.65) per ordinary share, amounting to HK$1,359.8 million (2006; HX$1,179.5 million). This dividend has not been
recognised as a liability at the balance sheet date.

]
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33 Acquisition and disposal of subsidiaries

(a) Disposal of subsidiaries

The Group
2007 2006
HKS miilion HKS million
Net assets disposed of:
Fixed assets 1,441.0 0.1
Debtors, deposits and prepayments 4.3 —
Deferred tax {liabilities)/assets (138.9) 1.5
Inventories 428.6 175.0
Creditors and accrued expenses {17.3) (83.6)
Current taxation (2.3) —
Net assets 1,715.4 930
Exchange reserve 18.9 —
Gain on disposal 3s5.7 24.3
Total consideration received 1,770.0 117.3
Satisfied by:
Cash consideration received 1,770.5 117.3
Creditors and accrued expenses {0.5) -
1,770.0 117.3
Net cash inflow in respect of the disposal of subsidiaries 1,7720.5 117.3
{b) Acquisition of a subsidiary
The Group
2007 2006
HK$ million HKS$ million
Net assets acquired:
Inventories — 790.0
Totat consideration paid, satisfied in cash — 790.0
Net cash outflow in respect of the acquisition of a subsidiary — (790.0)

¢
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34 Commitments
At 30 June 2007, the Group had commitments not provided for in these accounts as follows:
The Group

2007 2006
HKS million HKS$ million

(i Contracted for acquisition of property and future
development expenditure and the related costs
of internal fixturas and fittings 4,065.5 27413

(i} Future developmeant expenditure and the related
costs of internal fixtures and fittings approved
by the directors but not contracted for 3,586.7 45234

7.652.2 72647

35 Significant leasing arrangements
At 30 June 2007, the Group is both a tessor and a lessee under operating leases. Details of the Group's commitments under non-
cancellable operating leases are set out as follows:
(a) Lessor

The Group leases out a number of land/building facilities under operating leases. The leases typically run for an initial period of
one to seven years, with an option to renew the tease after that date at which time all terms are re-negotiated. Further details
of the carrying value of the properties are contained in note 16.

The total future minirnmum lease payments under non-cancellable operating leases are receivable as follows:

The Group
2007 2006
HKS$ million HK$ million

within 1 year 1.640.2 1,485.7
After 1 year but within § years 1,059.5 806.9
After 5 years 87 12.3
2,708.4 2,304.9

{b) Lessee

The Group leases a number of huilding facilities under operating leases. The leases typically run for an initial period of one to
seven years, with an option to renew the lease after that date at which time all terms are re-negotiated. None of the leases
inciudes contingent rentals.

During the current year, HK$63.5 million (2006: HK$49.5 million) was recognised as an expense in the consolidated profit and
foss account in respect of leasing of building facilities.

The total future minimum lease payments under non-canceliable operating leases are payable as follows:

The Group
2007 20086
HK$ million HK$ million

Within 1 year 55.1 397
After 1 year but within 5 years 701 726
125.2 112.3
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36 Contingent liabilities
At 30 June 2007, contingent liabilities of the Group and of the Company were as follows:
The Group The Company

2007 2006 2007 2006
HKS million HKS$ million HKS million HKS$ million

{a) Guarantees given by the Company and its subsidiaries
to financial institutions on behalf of purchasers of flats 5.5 119.3 0.2 0.4

) Guarantees given by the Company t0 banks to
secure banking facilities of subsicharies — — 18,242.2 20,3711

. (¢ Guarantees given by the Company to banks to
! secure banking facilities of a jointly controlled entity — 1,915.7 — 1957
|

5.5 2,035.0 18,242.4 22,287.2

{d In connection with the sale of certain subsidiaries and shareholders’ loans to Sunlight Real Estate Investment Trust (*Sunlight
REIT"} {the “Sale”) in December 2006, the Group entered into Deeds of Tax Covenants with Sunlight REIT. Under the Deeds of Tax
Cavenants, the Group has undertaken to indemnify Sunlight REIT for any tax liabilities relating to events occurred on or before
the completion of the Sale {the "Completion™), clawback of commaercial building allowances and capital allowances granted up
to the Completion and re-classification of the properties before the Completion. As at 30 June 2007, the Group had contingent
liabilities in this connection of HK$31.0 million {2006: HKSNIl).

(&) At 30 June 2007, the Group had contingent liabilities in respect of performance bonds to guarantee for the due and proper
performance of the subsidiaries’ obligations amounting to HK$20.% million (2006: HK$53.3 million).

37 Material related party transactions
{a) Transactions with fellow subsidiaries
Details of material related party transactions between the Group and its fellow subsidiaries are as follows:

The Group
2007 2006
HKS million HKS million

Other interest expense (note (i)} 45.0 638

(b} Transactions with associates and jointly controlled entities
Details of material related party transactions between the Group and its associates and jointly controlied entities are as follows:
The Group

2007 2006
HKS million HKS$ million

Other interest income (note (i) 37.0 479
Construction income (note (i) 93.4 850.5
Management fee income (note (i) 9.9 15.5
Professional fee income (note (ii}) 13.5 20
Sales commission income (note (i) 59.8 19.0
Rental expenses (note (i) 50.4 347
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37 Material related party transactions (continued)
(c) Transactions with related companies

Details of marerial related party transactions between the Group and its related companies which represented trust funds
managed by the directors of the Group are as follows:

The Group
2007 2006
HKS miltion HK$ million

Building management service income {note (i) 13.2 245
Rental commission income (note (i) 6.5 13.4

In addition, the Group and one of its related companies entered into a rental agreement dated 30 March 2004 for leasing certain
units of the Group's investment properties with a monthly rental charged at 8% of the tenant’s monthly tumover, According to
the rentat agreement, the related company is entitled to a rent free periad from 1 April 2004 to 30 September 2004. The total
rental income earned from the related company during the year is HK$3.3 million {2006: HK$1.5 miilion) and the outstanding
balance as at 30 June 2007 is HK$5.5 million (2006: HK$2.2 million) (note {iii).

Notes:

@ Interest income and expense are calculated on the balance of loans outstanding from time to time by reference to Hong Kong
interbank Offered Rate or prime rate.

i} These transactions represent cost reimbursernents plus certain percentage thereon as service fees.
(i) These transactions were carried out on normal commercial termns and in the ordinary course of business.

) The amount due to a feltow subsidiary at 30 June 2007 s set out in note 30. The amounts due to/from associates and jointly controfled
entities at 30 June 2007 are set out in notes 20, 21, 25 and 28.

(d) Transactions with companies controlled by a director of the Company

Mr Lee Ka Kit, a director of the Company, through companies controlled or owned by him {the "controlled entities”) had
separate interests in certain subsidiaries and associates of the Company or the Group and through which the Group held its
interests in certain development projects in maintand China. The controlled entities agreed to provide and had provided finance
in the form of advances to these subsidiaries and associates in accordance with the percentage of their equity interests in
these companies.

At 30 june 2007, advances made to these subsidiaries and associates by the controlled entities totalled HK$398.4 million {2006
HK$612.6 million) and HK$536.2 miflion (2006: HK$537.4 miltion}, respectively. Such advances were unsecured and have no fixed
terms of repayment. No interest was charged to these subsidiaries and associates by the controlled entities during the years
ended 30 June 2006 and 2007.

(e) Key management personnel
Remuneration for key management personnel are disclosed in note 10.
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38 Non-adjusting post balance sheet events

it  On 29 August 2007, a wholly-owned subsidiary of HIL which beneficially owned 64.06% interest in China Investment Group
Limited ("CIG"), entered into a sale and purchase agreement with certain parties in refation to the acquisition of the remaining
35.94% interest in CIG, for a cash consideration of HK$145.02 million. Upon completion of the transaction, CIG will become a
wholly-owned subsidiary of HIL.

(i) On 3 August 2007, HCHL entered into an agreement with Well Line Development Limited ("Well Line™), a fellow subsidiary,
and Mr Lee Ka Kit for the purchase of 100% interest in Amanwana Limited and its loans from Well Line and Mr Lee Ka Kit. On
the same date, HCHL also entered into another agreement with Mr Lee Ka Kit for the purchase of 25% interest in Shelison
international Limited, 50% interest in Perlin Development Limited and 50% interest in Quickcentre Properties Limited together
with their loans from Mr Lee Ka Kit. The total consideration is HK$2,081.6 million, which is calculated based on the net
asset values of the acquirees and the carrying arnounts of the loans as at 31 July 2007, subject to adjustment if there is any
subsequent change on these amounts. The transaction was completed on 3 August 2007.

(i)  After the balance sheet date, the directors proposed a final dividend. Further details are disclosed in note 13,

39 Parent and ultimate controlling party

At 30 June 2007, the directors consider that the parent and uftimate controlling party of the Group to be Henderson Development
Limited, which is incorporated in Hong Kong. Henderson Development Limited does not produce accounts available for public use.
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All principal subsidiaries are incorporated and operate in Hong Kong unless otherwise stated. Details of principal subsidiaries are as

follows:
Particulars of issued shares
Number of % of shares held by
Note ordinary shares Parvalue  The Company Subsidiaries
HKS
(a) Property development
(i) Incorporated and operates in Hong Kong
Campbellton Development Limited 2 1 — 100
Daren International Limited I 2 1 — 100
Easewin Development Limited 2 1 - 100
Fordmax Development Limited ! 2 1 100 —
Hintmax Development Limited I 2 1 — 100
Ming Dragon Limited 1,000 1 - 51.75
Ohtori Investment Limited i 2 1 100 —
Pettystar Investment Limited 4,050 1 75 —
Topline Development Limited 10,000 1 100 —
wealth Team Development Limited i 1,000 1 —_ 90.10
[ssued/contributed ©y of equity interest held by ¢+ of profit sharing
Nole  registered capita The Company Subsidiaries by subsidiaries
(ii) Established and operates in mainland China
Wholly Foreign-Owned Enterprise
Shenyang Hengjin Property Development { US$50,000,000 — 100 100
Company Limited
Shenyang Henggao Fangdichan 1& i US$35,000,000 — 100 100
Kaifa Co. Ltd.
Xuzhou Henderson Real Estate Development !/ US$70,000,000 — 100 100
Co., Lid.
Particulars of issued shares
Number of % of shares held by
Note ordinary shares Puarvalue  The Company Subsidiaries
HK$
(b} Property investment
Bloomark tnvestment Limited { 2 1 — 100
Deland Investment Limited ! 2 100 100 —
Evercot Enterprise Cormpany, Limited !
— A Shares 500 100 100 —
— B Shares 2 100 — —
Join Fortune Development Limited !
— A Shares 100 1 100 —
— B Shares 2 1 — —
Millap Limited { 2 1 100 —
Shung King Development Company Lirmnited !
— A Shares 2 1 100 —
— B Shares 2 1 — —
— Non-voting deferred A shares 20,000 100 100 —
Union Fortune Development Limited 10,000 1 — 100
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Particulars of issued shares

Number of %% of shares held by
Note ordinary shares Parvalue  The Company Subsidiaries
HKS
(c) Finance
Incorporated and operates in Hong Kong unless otherwise stated
Charter Capital Limited 100,000 1 — 100
Glory Jade Development Limited 1,000 1 — 100
Hardon International Finance Limited 10 1 — &0
Henderson (China) Finance Limited / 10,000 1 - 100
Henderson International Finance Limited 250,000 100 100 —
Henderson [nvestment Credit (2004) Limited 2 1 — 100
Henderson Land Credit (2004} Limited 2 1 100 —
Henderson Land Credit (2006} Limited 1 1 100 —
Henderson Property Finance Limited 2 1 100 —
Henderson Real Estate Finance Limited / 2 1 100 —
Henson International Finance Limited i 1 Us31 100 -
{incorporated and operates in the Cayman Islands)
Post East Finance Company Limited 2 1 100 —
Reneco International Limited 2 1 — 100
St. Helena Holdings Co. Limited 3 us$1 — 100
{incorporated and operates in
the British Virgin Isfands ("BWI™)
West Chelsea Holdings Co. Limited
(incorporated and operates in the BVI)
— Ordinary shares 2 Uss 100 —
— Preference shares 126,677,935 st 100 —
Particulars of issued shares
Number of % of shares held by
Note  ordinary shares Parvalue  The Company Subsidiaries
HKS
(d) Construction
E Man Construction Cornpany Limited 350,000 100 100 —
E Man Construction Machinery Limited 500 100 100 -
Heng Shung Construction Company Limited 2 1 — 100
Heng Tat Construction Company Limited 2 100 — 100
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Particulars of issued shares

Number of 5 of shares held by
Note  ordinary shares Parvalue  The Company Subsidiaries
HKS$
(e) Property management

(i} Incorporated and operates in Hong Kong
Flora Plaza Management Limited 10 1 — 60
Goodwill Investment Property Managerment Limited 2 1 — 100
Hang Yick Properties Management Limited 100,000 100 100 —_
Henderson Sunlight Property Management timited { 1 1 — 100
well Born Real Estate Management Limited 2 100 -
Issued/contributed % of equity interest held by % of profit sharing

Note registered capital  The Company Subsidiaries by subsidiaries
(i) Established and operates in mainland China
Wholly Foreign-Owned Enterprise
Boham Estate (Shenzhen) Co., Ltd. I US$9,560,000 - 100 100
Particulars of issued shares
Nutnber of %% of shares held by
Note ordinary shares Parvalue  The Company Subsidiaries
HKS
() Investment holding
Incorporated and operates in Hong Kong unless otherwise stated
Banshing investment Limited 2 1 — 100
Boham Develgpment Lirnited { 10,000 1 - 100
Brightland Enterprises Limited / 1 Us$1 100 -
{incorporated and operates in the BV}
Butser Enterprises Limited 1 Us$1 100 —
(incorporated and operates in the BVI}
Camay Investrment Limited 1 Uss$t 100 -
{incorporated and operates in the BVI)
Cheerbond Limited i - 100 —
(incorporated and operates in the BYI)
China Investment Group Limited 300,000 1,000 — 64.06
Covite Investrnent Limited 2 1 — 100
Disralei Investment Limited
— Ordinary shares 2 1 — 100
— Non-voting defered shares 1,000 1 - 100
Dorway Investment Limited 1 — 100 -
{incorporated and operates in the BV}
Fillink Limited 1 US$1 100 —_
(incorporated and cperates in the BvI)
Fondoll Investment Limited 2 100 100 —
Grand Venture Limited 1 US$1 —_ 100

{incorporated and cperates in the BVI)
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Principal
Subsidiaries

at 30 June 2007

Particulars of issued shares
Number of %% of shares held by
Note  ordinary shares Parvalue  The Company Subsidiaries
HKS

() Investment holding (continued)
Incorporated and operates in Hong Kong unless otherwise stated (continued)

Hang Seng Quarry Company Limited ! 10,000 1 64 —
(incorporated in Hong Kong and
operates in mainland China)

Harvest Well Development Limited I 2 1 100 —
Henderson China Limited I 3,000,000,000 1 —_ 100
| Henderson China Properiies Limited I 3,000,000,000 1 — 100
| Henderson Investment Limited 3,047,327,395 0.20 — 67.94
Henderton Profits Limited 1 Uss1 — 100
| (incorporated and operates in the BVI)
| Kingslee S.A. I 2 US$1 100 —
' (incorporated and operates in
: the Republic of Panama)
Luxrich Limited 10 UsSH — 80
| (incorporated and operates in the BVI)
| Macrostar Investment Limited 2 1 — 100
‘ markshing Investment Limited 2 1 — 100
Max-mercan Investment Limited !
‘ — Qrdinary shares 2 10 — 100
— Non-voting deferred shares 2 10 — 100
| Medley Investment Limited
— Qrdinary shares 2 1 — 100
— Non-voting deferred shares 2 100 — 100
Mosway Investment Limited 1 — — 100
{incorporated and operates in the BV}
Nation Team Development Limited 2 1 - 8¢
Primeford investment Limited / 1 US$1 — 100
{incorporated ang operates in the BVI)
Profit Best Development Limited ! 2 1 100 —
Prominence Development Limited 3,692,100 Us$1 — 100
{incorporated and operates in the BvI)
Puretech Investrment Limited / 2 1 - 100
Shiu Kien Development Company Limited
— QOrdinary shares 2 1 — 100
— Non-voting deferred shares 150,000 100 — 100
— Series Il Non-voting deferred shares 1,500 1 — 100
Strength Force Ltd. 1 UsS$1 — 100
{incorporated and operates in the Bvi)
Timpani Investments Limited 1 US$1 - 100
{incorporated and operates in the BVI)
Top Million Development Limited 1 1 — 100
Vigorous Developments Limited 10,000 uss1 — 70
(incorporated and operates in the BVI)
Wise Best Development Limited 10,000 1 — 100
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Particulars of issued shares

Number of % of shares held by
Note  ordinary shares Par value  The Company Subsidiaries
HKS
(g) Department store operations
Citistore Limited i 2 1 — 100
Citistore (China) Limited I 2 1 — 100
Citistore (Hong Kong) Limited f 1 1 - 100
Particulars of issued shares
Number of % of shares held by
Note ordinary shares Parvalue  The Company Subsidiaries
HKS
(h) Hotel and service apartment management
and operations
Hector investment Limited i 1,000 100 100 —
Hendersan Hotel Management Limited i
— Ordiinary shares 2 1 — 100
— Non-voting deferred shares 2 1 — 100
Newton Hotel Hong Kong Limited !
— Ordinary shares 2 1 — 100
— Non-voting deferred shares 2 1 — 100
Newton Hotel Kowlean Limited !
— Ordinary shares 2 1 — 100
— Non-voting deferred shares 2 1 — 100
Newton Inn (North Point) Limited { 2 1 100 —
Particulars of issued shares
Number of % of shares held by
Note  ordinary shares Par value  The Company Subsidiaries
HKS
(i) Infrastructure
(i) Incorporated and operates in the BVI
Benecom Limited 1 uss1 — 100
Issued/contributed % of equity interest held by % of profit sharing
Note registered capital The Company Suhsidiaries by subsidiaries
(ii) Established and operates in mainland China
Sino-Foreign Equity Joint Venture Enterprise
Hangzhou Hendarson Qianjianz Third Bridge Company, Limited RMB200,000,000 - 5569 &0
Sino-Foreign Co-operative Joint Venture Enterprise
Maanshan Huan Tong Highway Development Limited i RMB9,450,000 - 49 15t five years. 8¢
2rd five years; 40
remaining years: 70
Tianiin Jinning Roads Bridges Construction Development i RMB23,680,000 - 70 fst five years: 80
Company Limited 2nd five years: 60
remaining years. 70
Tianjin Warkyiao Project Development Company Limited i RMB20,000,000 - 70 70

Notes:

i Companies audited by KPMG
i The Group can exercise control over these subsidiaries.

i The company name in English is a direct transiation of its registered name in Chingse.

The above list gives the principal subsidiaries of the Group which, in the opinion of the directors, materially affect the profit or assets of the

Group.
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Principal
Associates

at 30 June 2007

Details of principal associates, which are incorporated and cperate in Hong Kong unless otherwise stated, are as follows:

s of equity interest held by

The Company Subsidiaries Principal activilies
Listed

The Hong Kong and China Gas Company Limited — 38.85 Production, distribution
and marketing of gas,
water and related activities
Hong Kong Ferry (Holdings) Company Limited — 31.36 Property development
and investment
Miramar Hotel and Investment Company, Limited — 44.21 Hotel operation

Unlisted
Shinning Worldwide Limited — 45 Investment holding

(incorporated and operates in the BV

The above list gives the principal associates of the Group which, in the opinion of the directors, materially affect the profit or assets of the
Group,
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Principal
Jointly Controlled Entities

at 30 June 2007

Details of principal jointly controlled entities, which are incorporated and operate in Hong Kong unfess otherwise stated, are as follows:

% of equity interest held by

The Company Subsidiaries Principat activities
Beijing Youyi Shopping City Co., Ltd. — 50 Retailing
Beijing Lufthansa Centre
(established and operates in mainland China}
Billion Vientures Limited — 50 Investment holding
(incorporated and operates in the BVi)
Central Waterfront Property Investment Holdings Limited — 3421 Investment holding
(incorporated and operates in the BV}
Newfoundworld Holdings Limited — 20 Property development
Special Concept Developrnent Limited — 25 Property development
Teamfield Property Limited — 49.18 Property development
Topcycle Development Lirnited — 50 Property development
Yieldway International Limited — 50 Property development

The above list gives the principal jointly controlled entities of the Group which, in the opinion of the directors, mazerially affect the profit or
assets of the Group,
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Property Development Department
Augustine Wong Ho Ming

MSc, MEcon, FHKIS, MRICS, MClArb, RPS (GP)
General Manager

Shuki Leung Shu Ki

BA {Hons), MHKIFE, MRTPI,

MCIP. RPP (HK), MCILT, MCIArb, AHKIArD
Deputy General Manager

Property Planning Department
Leung Kam Leung

MSc, PGDMS, FHKIS, FRICS, RPS (GP}
General Manager

Construction Department
Billy wong wing Hoo

JR, BSc, FHKIE, FIHT, FHKIHT, RPE
General Manager

Engineering Department

Stephen Cheng Yuk Lun

BSC (Eng), C Eng, MICE, MISTUCLE, MHKIE,
RPE, AP, RSE, RGE, TRSE-PRC

General Manager

Building Quality Planning Department
Eddy Lam Sik Kong

General Manager

Sales Department

Tony Tse Wai Chuen
FRICS, FHKIS, RPS (GP), CIREA
General Manager

Portfolio Leasing Department

Margaret Lee Pui Man
BHum (Hons)
General Manager

Patrick Sit Pak wing
ACIS, FHIREA
Deputy General Manager
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Property Management Department

Suen Kwok Lam
MH, FHIREA
Property Management Execuitive Director

Special Projects Department

Li Ning

B5c, MBA

Executive Director and General Manager
Comm. & Ind. Properties Department
Ng Ngok Kwan

General Manager

General Manager's Department

Karsky Ngai Tung Hai
FRICS, MHKIS, AACH
Manager

Finance Department
E£ddie Lau Yum Chuen
Executive Director

Lee King Yue
Executive Director

Patrick Kwok Ping Ho
BSc, MS¢, Post-Graduate Diploma in Surveying, ACIB
Executive Director
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Cashier Department
Fung Lee Woon King

Treasurer

Human Resources Department
Colin Lam Ko Yin

BSc, ACIB, MBIM, FCILT
General Manager

Frankie Wong Ying Kin
MSc, MBA, BBA, DMS, MIHRM
Hurmnan Resources Manager

Company Secretarial Department
Timon Liu Cheung Yuen

BEC, FCPA, CA (Aust), FCS, FCIS
General Mangager

Accounts Department
Wong Wing Kee, Christopher
BSc {Econ), ACA

General Manager

Max Chao Lung Yu
FCCA, CPA
Qualified Accountant

Audit Department
Thomas Choi Kam Fai
B Comm, CMA
General Manager

Information Technology Department
Au Tit Ying

BSc, Grad Dip Com (I5)

General Manager

Corporate Communications Department
Bonnie Ngan Suet Fong

BBA
General Manager
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‘ NOTICE 1S HEREBY GIVEN THAT the Annual General Meeting of the Company will be held at the Four Seasons Grand Ballroom, Four
‘ Seasons Hotel, 8 Finance Street, Central, Hong Xong on Monday, 3 December 2007 at 11:30 a.m. o transact the following business:
|

1. To receive and consider the Audited Accounts and the Reports of the Directors and Auditors for the year ended 30 June 2007.

i 2. Todeclare a Final Dividend.
3

To re-elect retiring Directors and authorise the Board of Directors to fix the Directors’ remuneration.

4,  To re-appoint Auditors and authorise the Directors to fix their remuneration.

5. Toconsider as special business and, if thought fit, pass the following resolutions as Ordinary Resolutions:

{A) "THAT

{a)

)]

(c)

subject to paragraph (b of this Resolution, the exeicise by the Directors during the Relevant Period (as defined in
paragraph (¢} of this Resolution} of all the powers of the Company t0 repurchase ordinary shares of HK$2.00 each in the
capital of the Company on The Stock Exchange of Hong Kong Limited (“Stock Exchange™) or on any other stock exchange
on which the shares of the Company may be listed and recognised by the Stock Exchange and the Securities and Futures
Commission for this purpose, subject to and in accordance with all applicable laws and the requirements of the Rules
Governing the Listing of Securities on the Stock Exchange or of any other stock exchange as amended from time to time
be and is hereby generally and unconditionally approved,

the aggregate nominal amount of the shares of the Company to be repurchased pursuant to the approval in paragraph (a}
above shall not exceed 10 per cent. of the aggregate nominal amount of the share capital of the Company in issue as at
the date of this Resolution and the said approval shall be limited accordingly; and

for the purposes of this Resolution, “Relevant Period” means the period from the passing of this Resolution until
whichever is the earliest of:

{1  the conclusion of the next Annual General Meeting of the Company;

(i) the expiration of the period within which the next Annual General Meeting of the Company is required by the
Articles of Association of the Company or the Companies Ordinance (Chapter 32 of the Laws of Hong Kong) to be
held; and

(iiy the date on which the authority set out in this Resolution is revoked or varied by an ordinary resolution of the
Shareholders in general meeting.”

8) "THAT:

(@

a general mandate be and is hereby generally and unconditonally given o the Directors to exercise during the Relevant
Period (as hereinafter defined} all the powers of the Company to aflot, issue and deal with additional shares of the
Company and to make or grant offers, agreements or options {including warrants, bonds, debentures, notes and other
securities convertible into shares in the Company) which would or might require the exercise of such powers either
during or after the Relevant Period, provided that the aggregate nominal amount of the share capital of the Company to
be allotted, issued and dealt with pursuant to the general mandate herein, othenwise than pursuant to (i) a Rights issue
{as hereinafter defined), or (i} any option scheme or similar arrangement for the time being adopted for the grant or issue
to the employees of the Company and/or any of its subsidiaries of shares or rights to acquire shares of the Company, or
(i) an issue of shares in the Company upon the exercise of the subscription rights or conversion rights attaching to any
warrants or convertible notes which may be issued by the Company or any of its subisidiaries, or (v} any scrip dividend
pursuant o the Articles of Association of the Company from time to time, shall not exceed 20 per cent. of the aggregate
nominal amount of the share ¢apital of the Company in issue as at the date of this Resolution and the said approval shall
be limited accordingly; and
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(by  for the purposes of this Resolution:

“Relevant Period” shall have the same meaning as assigned to it under Ordinary Resolution (A) of item no. 5 as set out in
the notice convening this Meeting; and

“Rights Issue” means an offer of shares in the capital of the Company open for a period fixed by the Directors of the
Compary to holders of shares of the Company whose names appear on the Register of Members of the Company on a
fixed record date in proportion to their then holdings of such shares as at that date {subject to such exclusions or other
arrangements as the Directors of the Company may deem necessary Of expedient in relation 10 fractional entitlerents or
having regard to any restrictions or obligations under the laws of, or the requirernents of any recognised regulatory body
or any stock exchange in any territory outside Hong Kong).”

(C} "THAT:

the general mandate granted to the Directors and for the time being in force to exercise the powers of the Company to allot,
issue and deal with additional shares of the Company pursuant to Ordinary Resolution {B8) of item no. 5 as set out in the notice
convening this Meeting be and is hereby extended by the addition to the aggregate nominal amount of share capital which
may be allotted, issued and dealt with or agreed conditionally or unconditionally to be alfotted, issued and dealt with by the
Directors pursuant t¢ such general mandate an amount representing the aggregate nominal amount of shares in the capital
of the Company repurchased by the Company since the granting of the said general mandate pursuant to the exergise by
the Directors of the powers of the Company to repurchase such shares under the authority granted pursuant to Ordinary
Resolution (4) of item no. 5 as set out in the notice convening this Meeting provided that such ameunt shall not exceed 10 per
cent, of the aggregate nominat amount of the sharé capital of the Company in issue as at the date of this Resoluticn.”

8y Order of the Board
Timon LIV Cheung Yuen
Company Secretary

Hong Kong, 16 October 2007

Registered Office:

72-76/F, Two International Finance Centre
8 Finance Street, Central

Hong Kong

Notes:

a}

&

“

{5}

A Member of the Company entitled to attend and vote at the above Meeting is entitled to appoint one or rmore praxies to attend and on a pofl,
to vote instead of him A proxy need not be a member. Form of proxy must be lodged at the registered office of the Company at 72-74/F., Two
international Finance Centre, 8 Finance Street, Central, Hong Kong not tess than 48 hours before the time appointed for holding the Meeting.

The Register of Members of the Company will be ciosed from Tuesday, 27 Novernber 2007 to Monday, 3 December 2007, both days inclusive,
during which period no requests for transfer of shares will be accepted.

In order to qualify for the proposed final dividend, all transfers accompanied by the refevant share certificates must be lodged with the Company’s
Registrars, Computershare Hong Kong Investor Services Limited, Rooms 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Hong
Kong not Iater than 4:30 p.m. on Monday, 26 November 2007.

An explanatory statement containing further details concerning Ordinary Resolution (A} of item 5 above will be sent to Members together with the
2007 Annual Report,

Conceming Ordinary Resolutions (B) and (C) of item 5 above, approval is being sought from Members, as a general mandate in compfiance with
Section 578 of the Companies Ordinance and the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited, that in
the event it becornes Gesirable for the Company t0 issue any new shares of the Company, the Directors are given flexibility and discretion to aliot
and issue new shares 1p to twenty per cent. of the issued share capital plus the number of shares repurchased by the Company pursuant to the
general rmandate approved in Ordinary Resolution (A) of item 5 above. The Directors, however, have no immediate plans to issue any new shares
of the Company,
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